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Vol. CIV No. 353 


THE THREAT TO BRITAIN’S 
STABILITY 


AUSTRALIA AND MONETARY POLICY 


FOREIGN MONEY AND THE RESERVES 


CAN OUTPUT MAINTAIN ITS RISE ? 
By J. E. Hartshorn 

















BANK PARTICIPATION IN INDUSTRY ? 





SWEDEN TAKES THE PLUNGE 
By George Clayton 











UNION BANK 
of SWITZERLAND 


UNION DE BANQ@QUES SUISSES SCHWEIZERISCHE BANKGESELLSCHAFT 


For your Banking Business in Switzerland 


Head Office : 45 BAHNHOFSTRASSE, ZURICH 
OVER 30 BRANCHES THROUGHOUT THE COUNTRY 


CAPITAL AND RESERVES: SWISS FRANCS 162,000,000 


















































Sound Investment 


This has become a familiar face to millions 
of savers, large and small. ‘“‘ Hastings and 
Thanet” provides an eminently safe and 
profitable investment, easily withdrawable 


y 2 INCOME TAX 
INTEREST 3% PAID BY THE SOCIETY 


ON SUMS UP TO £5,000 


Established over 100 years 
Assets £18,000,000 
Reserves £950,000 


-_— 


Head Offices: 
Please ask for Balance 29-31 Havelock Road, 
Sheet and Booklet Hastings 
‘‘ Profitable Investment”’’— 99 Baker Street, London, W.1 4 St. George’s Pl., Canterbury 


without obligation, of 3-4 Cecil Street, Margate 41 Catherine Street, Salisbury 
41 Fishergate, Preston 88 Mosley St., Manchester, 2 


111 New Street, Birmingham, 2 
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BRADBURY, WILKINSON & CO., LTD. 


DESIGNERS, ENGRAVERS & PRINTERS 
of 
BANK NOTES, POSTAGE STAMPS, 
BONDS, SHARE WARRANTS, 
CERTIFICATES, CHEQUES, 


and 
ALL DOCUMENTS OF SECURITY 
eoo-—__ 


HEAD OFFICE & WORKS: LONDON OFFICE: 
NEW MALDEN, SURREY 20 COLEMAN STREET, E.C.2 








TELEPHONE: WIMbledon 0033-4-5-6 TELEPHONE: MONARCH 7531-2 
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INVOICING 
AND DESPATCH 


























STATEMENTS 





BRADMA gets down to the roots of your 
payroll problems. Names, Clock numbers, 
Rates of Pay, Insurance and Superannuation 
Contributions, Tax codes, fixed deductions for 
social and Holiday clubs, etc., can all be 
effectively handled. 

In other departments too:—Direct Mail, State- 
ments, Invoicing and Despatch can all be 
handled with amazing rapidity,’by accurate 
economical BRADMA. 


STAND II 


Business Efficiency Exhibition 
Olympia: June 6th — 16th 


Britioh ADDRESSING MACHINES AND BUSINESS SYSTEMS 


Manufactured in Great Britain for the markets of the World by 


ADREMA LIMITED, Telford Way, London, W.3. Tel: SHEpherds Bush 2091 
BRANCHES AND AGENCIES THROUGHOUT THE WORLD 











Bankers in Africa 


With over 650 branches and agencies throughout the 
Union, Central and East Africa we offer a comprehensive 
banking and information service on all aspects of African 
pastoral, commercial and industrial trade. 
















THE 


STANDARD BANK 
OF SOUTH AFRICA 


LTD 



































Head Office: 10 Clements Lane, Lombard Street 
and 77 King William Street, London, EC 4 
London Wall Branch: 63 London Wall, EC 2 

West End Branch: 9 Northumberland Avenue, W C 2 
New York Agency: 67 Wall Street Hamburg Agency: Speersort 6 


In your plans for your child’s education and career life 
assurance can be a real help. Write today for a copy of 
the New “Career Policy ”’ leaflet to 


SCOTTISH — FUND 


London Offices: 28 Cornhill, E.C.3 
17 Waterloo Place, S.W.1 
















Head Office: 9 St. Andrew Square, 
Edinburgh, 2 











THE ENGLISH, SCOTTISH & AUSTRALIAN BANK 


- LIMITED. 





THROUGH MORE THAN 400 BRANCHES AND AGENCIES 

IN AUSTRALIA THIS BANK OFFERS A COMPLETE BANK- 

ING SERVICE FOR EVERY TYPE OF TRANSACTION 
WITH AUSTRALIA. 


Head Office — 5 Gracechurch Street, London, E.C.3. 
West End Branch — 8-12 Brook Street, W.I. 


J. A. CLEZY, General Manager in London. 
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THE 


NATIONAL BANK 
LIMITED 


| HEAD OFFICES 
13-17, OLD BROAD STREET, 
LONDON, E.C.2 























, , , A 
pour favoriser le développement du Commerce et de I’Industrie en France 


ESTABLISHED 1864 
(Incorporated in France with limited liability) 


Head Office: 29 Boulevard Haussmann, PARIS (9e) 
London Office: 105 Old Broad Street, £.C.2 
New York Agency: 60 Wall Street 
Buenos Aires Office: Calle Reconquista 330 
OVER 1,300 BRANCHES IN FRANCE AND IN FRENCH AFRICA 


(Algeria, Tunisia, Morocco, French West Africa, French Equatorial Africa) 
ae SUBSIDIARIES : ds 
SOCIETE FRANCAISE DE BANQUE ET DE DEPOTS 
(Brussels, Antwerp, Charleroi, London) 
SOCIETE GENERALE DE BANQUE 
(Barcelona, Valencia) 


BANCO FRANCO CUBANO 


Havana 

























ASSOCIATED BANK: SOCIETE GENERALE ALSACIENNE DE BANQUE 


(Strasbourg, Metz, Mulhouse, Colmar, etc., Kdéln, Sarrebriick and Zurich) 
Represented in Mainz 
TRAVELLERS CHEQUES IN FRENCH FRANCS ISSUED 


CORRESPONDENTS IN ALL PARTS OF THE WORLD 
























PANCADA, MORAES & Co. 
Bankers 


37, Rua Augusta Teleg. Addr. : 


Lisbon Pamoca 
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| calculator , 

for full details or demonstration: gens neta: 1 

T % oe Cron oa Oe Se ae 

without back transfer and split regigter 
im * (OFFICE EQUIPMENT) LTD. % Key setting with proof dials | 

30 NEW BRIDGE STREET, LONDON, E.C.4. Tel: City 1107 %* Single hand operation 

* SOLE DISTRIBUTORS FOR EVEREST CALCULATORS AND TYPEWRITERS % Tens transmission throughout | 
* SALES AND SERVICE THROUGHOUT THE COUNTRY — — i 











Arab Bank Ltd 


ESTABLISHED 1930 


Registered Office: JERUSALEM 
Head Office: AMMAN 
BRANCHES 
The Hashemite Kingdom of the JORDAN 
and PALESTINE: Jerusalem, Amman, Nablus, 
Irbid, Ramallah, Tulkarm, 


Gaza. 

EGYPT: Cairo, Al-Azhar, Alexandria, 
Port Said, Al-Mansoura, 
Mahallah Kubra, Tanta. 

IRAQ: Baghdad, Mosul, Basra. 

SYRIA: Damascus, Aleppo, Homs, 
Banias (Kamechlie and 
Lattakia under establish- 
ment). 

LEBANON: Beirut, Tripoli. 

SAUDI ARABIA: Jeddah, Al-Khobar, Dam- 
mam, Riyad and Mecca. 


LIBYA: Benghazi, Tripoli (under 
establishment). 

SUDAN: Khartoum (under establish- 
ment). 


London Correspondents: 
MIDLAND BANK LIMITED 
New York Correspondents: 

THE CHASE NATIONAL BANK OF THE CITY OF 
New YORK, GUARANTY TRUST COMPANY AND 
IRVING TRUST Co. 

Oiher correspondents all over the World 
Capital Authorised and Subscribed: 
J.D.2,200,000 
Reserve Funds and Special Reserve Funds: 
J.D.1,131,825 
J.D.(Jordan Dinar) Equivalent to One 
Pound Sterling 
The Bank invites you to utilise its efficient 
services for all your banking transactions with 
all the World 











For an International Banking 
and 
Financial Service 





BROWN 
































=a 



















HEAD OFFICE: r, : 
Founders Court, af Co Limited WEST END 


OFFICE : 
Lothbury, E.C.2 QRS 153 501) Moll. 
5.W.I 


Telephone : 
MONarch 9833 
Telephone : 
(14 lines) FOUNDED 
WHitehal! 772/ 
1810 sili 








Quick work— 
well done 


Ask a girl who has once used an Imperial 

‘66’ what typewriter she would ask for 

if she had a free choice. A machine 

that does the work quickly, cleanly, 

and with good manners : a machine that 

lets her away on the dot in the evenings. 
An Imperial ‘66’ in fact. 


Imperial 
typewriters 


Imperial Typewriter Co, Ltd. Leicester and Hull. 
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Spanning 
the East 


Branches of The 


Chartered 
Bank of India, Australia and 
China under British management 
directed from London are 


established in most centres of 
commercial importance throughout 

Southern and South Eastern Asia and 

the Far East. At all these branches a 
complete banking service is available 

and, in particular, facilities are provided 

for the financing of international trade in 
co-operation with the Bank’s offices in 
London, Manchester and Liverpool, its 
agencies in New York and Hamburg and a 
world-wide range of banking correspondents. 
In London and Singapore the Bank is 
prepared to act as executor or trustee. 


THE CHARTERED BANK OF INDIA, 
AUSTRALIA AND CHINA 


(Incorporated 6; Royal Charter, 1853) 


Head Office: 
38 Bishopsgate, London, E.C.2 

















' 
' 


vi 





CREDIT FONCIER 
d’ALGERIE et de TUNISIE 


A limited liability Company incorporated in 
FRANCE in 1880 





CAPITAL - - Francs 765,000,000 





Reg. Office: ALGIERS — Head Office: PARIS 


LONDON OFFICE : 
62 Bishopsgate, E.C.2 


Telegraphic Address ; 
Inland: FONCALTUN LONDON TELEX 
Foreign: FONCALTUN LONDON 

Telex No. : 8470 


Telephone : LONDON WALL 3294 (4 lines) 


The services of the London Branch are avail- 
able for all banking business in connection 


with ALGERIA, TUNISIA, MOROCCO, 


LIBYA, SYRIA, LEBANON, where the Bank is 
established by an extensive branch system, 
and with TURKEY by its subsidiary : 


BANQUE DE SALONIQUE 
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Latest developments in 
automation are 


brilliantly reflected 





in the Monroe range of 
adding-calculators. Now available, too, is the 
world’s most advanced machine—the Monroe Duplex 66N. 
Here’s the fully automatic calculator that does even more than 
you ask of it ! Because not only does this years-ahead Monroe Duplex 
produce almost instantly the immediate figures you require, 
it also, at the same time, stores up and shows in a separate set of accumulating 
dials intermediate figures and results you will need later for 
final answers. These totals appear automatically with no 
extra effort on the part of the operator. They can 
also be held during other figuring operations until 
needed. Truly this is automation brought to business figuring 
of every kind. It’s unique in the new 
Monroe Duplex Model 66N. 





Monroe Calculating Machine Company Limited, 
10-11, Albemarle Street, London, W.1. 
G ROsvenor 7541. 







MONROMANTIC 
EQUATION 
No. 5 


Miss Monroe's so jolly, 

So pink-and-white-dolly, 

You'd never believe her square roots were so good ! 
The true explanation’s 

A simple equation ... 

A Miss plus a Monroe's no Babe in the Wood ! 
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FRANK FURTER BAN K 
FRANKFURT/MAIN GERMANY 
Established 1854 
FOREIGN TRADE BANK 


Cables: Frankfurterbank Telex : 0411/1026, 041/235, 041/226 
Phone: 90131 Code: Peterson International Code 3rd. Ed. (Petco) 
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IONIAN BANK LIMITED 


Established in 1839, the Ionian Bank Ltd. has had more 
than a century’s experience of trade with Greece and the 
Levant, and now possesses nearly 40 branches in Greece, 


Egypt - Cyprus. Its Head Office is at : 
25-31 Moorgate, London, E.C.2 


Telephone : Monarch 6727/9 












































UNITED DOMINIONS 
TRUST LIMITED 


The U.D.T. Group ot companies provides a com- 
prehensive financial service throughout Great 
Britain and the Commonwealth. 





The Group provides credit facilities tor acquiring 
additional plant, machinery and _ transport, it 
furnishes medium-term loan capital for develop- 
ment or expansion, and is equipped to handle 
the public issue or placing of shares. 


Head Office: 


UNITED DOMINIONS HOUSE, EASTCHEAP 
LONDON, E.C.3 
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HAMBROS 
BANK 


LIMITED 


Merchant Bankers 


ESTABLISHED 1839 


Head Office 


41 BISHOPSGATE, LONDON, E,C.2 


West End Branch 
67 PALL MALL, LONDON, S.W.1 








Holborn Branch 
ELY PLACE, LONDON, E.C.1 


















































BANQUE NATIONALE 


POUR LE COMMERCE ET L’INDUSTRIE 
HEAD OFFICE: 16 BD DES ITALIENS, PARIS (IX°) 


THE BANQUE NATIONALE POUR LE COMMERCE 
ET L’INDUSTRIE and its affiliates have upwards of 1,000 
branches in Metropolitan France, the French Territories 
and abroad. All banking business transacted including 
the issue and negotiation of travellers’ cheques 

















BRITISH AND FRENCH BANK 


(FOR COMMERCE AND INDUSTRY) 
LIMITED 


Capital Authorised and Fully Paid -_ - -  £1,000,000. 








IMRIE HOUSE, 33-36 KING WILLIAM STREET, LONDON, E.C.4 


, , _ LN 8048 BANCOMIND A (Foreign Exchange) 
Telephone: MANSION HOUSE 5678 International Telex: and LN 2-2712 BANCOMIND B (General Business) 


Branches at LAGOS, KANO, AND EBUTE METTA, NIGERIA 





A Member of the B.N.C.I. Group 
BANQUE NATIONALE POUR LE COMMERCE ET L’INDUSTRIE 
BANQUE NATIONALE POUR LE COMMERCE ET L’INDUSTRIE (AFRIQUE) 
BANQUE NATIONALE POUR LE COMMERCE ET L’INDUSTRIE (Ocean Indien) 


(Formerly Credit Foncier de Madagascar et dela Reunion) 


CREDIT D’ORIENT, CAIRO 
BANCO DEL ATLANTICO, MEXICO D.F. 
BANQUE POUR LE COMMERCE INTERNATIONAL S.A., BASLE 
PANAMA BANK & TRUST CO. INC., PANAMA 





THE BANK THROUGH ITS ASSOCIATED BANKS OFFERS BANKING FACILITIES THROUGHOUT 

METROPOLITAN FRANCE, ALGERIA, TUNISIA, MOROCCO, TANGIER, SYRIA, THE LEBANON, FRENCH 

WEST AND EQUATORIAL AFRICA, MADAGASCAR AND REUNION, FRENCH SOMALILAND, FRENCH 

WEST INDIES, SOUTH VIETNAM AND CAMBODIA, BELGIAN CONGO, COLOMBIA, EGYPT, IRAQ, 
MEXICO, PANAMA, SWITZERLAND AND URUGUAY 
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COINS OF THE REALM: 
The Petition Crown 


Illustrated by permission of the 
Trustees of the British Museum; 
actual diam. 44 mm, 


SIMON’S PETITION: “ Thomas Simon most humbly 
prays your Majesty to compare this his tryall piece with the 
Dutch and if more truly drawn and emboss’d more gracefully 
order’d and more accurately engraved to relieve him.” 











NE OF THE most beautiful of British coins — never issued 
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Y and therefore not strictly ‘of the realm ’— was, in 
—Y essence, an advertisement. ‘Thomas Simon, mint engraver to 
yj the Cromwellian Commonwealth, in an attempt to retain his 
Yy office after the Restoration, produced this famous “ Petition 
j Crown ” of 1661. A supreme example of Simon’s skill, it carried 
—Yy his thirty-three-word petition to the King engraved round the 
—Y edge. ‘The petition failed. Jan Roettier of Antwerp, a less talented 
Yj man—but one whose father had lent money to Charles while in 
—Y exile—thenceforth engraved the more important coinage. 
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At Lloyds Bank we do not claim numismatic authority : for the material of this 
series we have consulted the Department of Coins and Medals of the British 
Museum. As bankers, we do claim to have at the disposal of our customers, 
private or mercantile, a great deal of specialised skill and experience. 









ALEXANDERS DISCOUNT COMPANY 
LIMITED 


24 LOMBARD STREET, LONDON, E.C.3. 








CAPITAL PAID UP - - £2,600,000 
J 4 > a - 2,267,000 
£4,867,000 

DIRECTORS: 


SIR ERIC GORE BROWNE, D.S.O., O.B.E., T.D. (CHAtRMAN) 
ROBERT ALEXANDER 

Tue Rt. Hon. LORD BALFOUR OF BURLEIGH, D.L. 
MARK DINELEY 

SEYMOUR JOHN LOUIS EGERTON 

JOHN PATRICK RIVERSDALE GLYN 

ALAN RUSSELL 





MANAGER: 
ANTONY MACNAGHTEN 
é Deputy MANAGER: CHARLES C. DAWKINS 
ASSISTANT ManaGers: A. J. MCLENNAN, M, L. CREGEEN, I. W. K. SMITH 
SECRETARY: F. W. HATCHER 


BANK AND FIRST CLASS TRADE BILLS DISCOUNTED 
MONEY RECEIVED ON DEPOSIT. 

















Capital et Réserves: 2 Milliards de francs 
LILLE PARIS 
CORRESPONDANTS DANS LE MONDE ENTIER 


CREDIT DU NORD BELGE —- BRUXELLES 
BANQUE FONCIERE DU MAROC — CASABLANCA 


PPA Prt let lta leah Dialect. latent tea ten loan 
eee IE OE AR OAL ORG RG tel Wh TRG TRG AL “hal “taf teal Wha 
‘e.tetsite.ts te Oe es, ew a ae ae eee 





ferret eatatltatrritatatoatantnleritatarntantoatoaklotohoeltauhloatiatortatatloaltlantaltnatattattoarltarnlatathuahtaloaltlahloatrtotoatautltatantntanltvlatlotl atoll ete? 
Sh 





ce OE OG RG lll Raft taf “hf VEG "haf “tal Vb "hal "haf Wha 














TURKIYE KREDI 


BANKAS) AO 
ISTANBUL — TURKEY 


Capital: - - - T#£.10.000.000.— 


Branches and Agencies in: ISTANBUL — (ISTANBUL, BEYOGLU, GALATA, 
OSMANBEY, KADIKOY, BEYAZIT) IZMIR, ANKARA, ADANA 


ALL KINDS OF BANKING OPERATIONS 
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—E>E>EEEEEEEEEEEE—_— 
THE NATIONAL UNION OF BANK EMPLOYEES 


Founded in 1918, as the Bank Officers’ Guild, 
_ The National Union of Bank Employees has a 
membership of over 46,000, 


The objects of the Union are to secure the 
complete organisation of members of the Managing, 
Clerical and full-time Non-Clerical Staffs of all 
Banks in the United Kingdom in order to establish, 
improve, maintain and protect their conditions of 
service, both individual and collective; to maintain 
the highest possible standard of service given by its 
members to the public and the Banking Industry, 
and by such Industry to the community. 





Headquarters : : : : : 28 Old Queen Street, Westminster, S.W.1 
City Centre : : i Warnford Court, Throgmorton Street, London, E.C.2 
Birmingham Office — : Vany Chambers, 262 Corporation Street, Birmingham 
Scottish Office : : ; : : : 70 Wellington Street, Glasgow, C.2 


THE NATIONAL UNION OF BANK EMPLOYEES 
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Habib Bank Limited 


Established 1941 
Head Office : KARACHI (PAKISTAN) 


Authorised Capital .. “a ee .. Pak Rs. 30,000,000 
Issued and Subscribed i ‘a .. Pak Rs. 15,000,000 
Paid-up Capital + ‘4 i .. Pak Rs. 15,000,000 
Reserve Funds os .. Pak Rs. 10,000,000 
Deposits as on Dec. 31, 1954 ms .. Pak Rs. 431,800,000 





In selecting desirable trade relations for exports and imports with Pakistan, Habib Bank Léd., 
with 58 branches spread over West and East Pakistan, can prove to be most helpful and you 
are invited to use our services. 


The Bank is fally competent to handle all foreign exchange business, including opening and 
advising of commercial letters of credit, collection of documentary bills, remittances, etc. 


FOREIGN BRANCH: 
BOMBAY (India) 
Habib Bank (Overseas) Limited 
Head Office: KARACHI (PAKISTAN) 
Branches: 1 RANGOON (Burma) & 2 COLOMBO (Ceylon) 


CORRESPONDENTS and AGENTS at all important cities of the world 
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The Bank of N. T. Butterfield 
| and Son, Ltd. 


BERMUDA 
Established 1858 


Complete Commercial Banking and Trustee 
Department services 


Correspondents of principal English and 
Scottish Banks 











FROG TALISMAN RING WORN 


TO ASSURE 


GOOD HEALTH & LONG LIFE 


\' | HEN the world was less 
= literate, and the unknown 
seemed more real and its dan- 
gers greater than the hazards of 
daily life, talismans were worn 
as sure shields against ill fortune. 
Today, life assurance is a more 
=i practical and certainly more 
satisfactory way of guarding against the unex- 
pected and the effects of the march of time... 
77 years have passed since the business of this 
Company was founded to enable thrifty folk to 
purchase their houses in conjunction with life 
|assurances. Today, policies covering every form 
of life assurance — Whole Life, Group and 
Individual Pensions, ‘‘Everyman’’ Endowment, 
| Annuities, &c.—are issued on the most favour- 
able terms. Write for leaflets and quotations. 
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PROVIDENT HOUSE, 246 BISHOPSGATE, LONDON, E.C.2 
Telephone : BiShopsgate 5786 
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Assembly work in progress at Marconi’s Chelmsford factory. 
Mr. John Mabey, the Burroughs man called in by Marconi, with one 
of the Burroughs machines which have speeded up their accounting. 


(Left) 





This man helped Mareoni gear 
their accounting to rising production 


HE IS ONE Of Burroughs’ world-wide team of 
mechanized accounting consultants. This is the 
story: 


Marconi’s Wireless Telegraph Company — 


Limited export radio equipment to the world. 
Demand increases every month. 

At their Chelmsford factory, they needed to 
expand their accounting procedures in order 
to cope with the mass of extra work. 

Marconi’s decided to call in the Burroughs 
man, an experienced consultant on a// account- 
ing and record-keeping systems. Mr. John 
Mabey is the specialist sent by Burroughs. 


A FULL ANALYSIS 


Working with the Deputy Chief Accountant at 
Chelmsford, Mr. Mabey applied his experience 
to the problem. After a full analysis of the ex- 
isting system they evolved a new plan, based on 
the speed and versatility of Burroughs Sensi- 
matic Accounting Machines. 

The plan was adopted. Now all Marconi’s 
accounting is in line with their increased pro- 
duction. And Works Payroll is completed in 


less thana day; the same machines take Salaried 
Staff Payroll in their stride. Costing is now done 
on a single 15” card which shows eight running 
totals—hours, labour, overheads, purchased 
materials, manufactured materials, processes, 
aggregate balance and net balance. 

Whatever your business, large or small—if 
you have an accounting problem, the Burroughs 
man can help you solve it. He will make a full 
analysis and suggest the most economical and 
workable solution. If he thinks no change is 
advisable he will frankly say so. But if he does 
recommend a change he will plan the new 
routine in detail, and see that you always get 
the full benefit from any Burroughs machine 
you install. Call in the Burroughs man — you’re 
committed to nothing and his advice is free. 

Burroughs make the world’s widest range of 
Adding, Calculating, Accounting, Billing and 
Statistical Machines and Microfilm Equipment. 
You'll find the number of your nearest Bur- 
roughs office in your local telephone book. 
Burroughs Adding Machine Limited, Avon 
House, 356-366 Oxford Street, London, W.1. 


For specialist advice on mechanized accounting methods 


call in the 
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BERGENS PRIVATBANK 


offers complete banking service 
for any business in Norway 


Offices : 

BERGEN ‘ OSLO . HAUGESUND 
FREDRIKSTAD - TRONDHEIM - SVOLVAR 
HARSTAD 
Branches : 

LILLESTROM ODDA SANDVIKA 
SORUMSAND AKREHAMN ANDALSNES 

















FOR ALL TRANSACTIONS WITH THE MIDDLE EAST 


INTRA BANK, S.A. 


Authorised Capital LL. 12,000,000.— 


Head Office: Beirut, Lebanon, P.O. Box 1524 
Cable Address: INTRA 
Telephones: 21010 — 21013 


Branches : Beirut, Ras Beirut, 
Beirut International Airport, 
Tripoli (Lebanon), 
Damascus, Latakia (Syria). 


Under establishment :- 
Aleppo (Syria), Baghdad (Iraq), 
Amman (jordan). 


COMPLETE BANKING SERVICE 
CORRESPONDENTS THROUGHOUT THE WORLD 


























FROM RECOVERY TOWARDS 
g, Foonomic |) sUN LIFE ASSURANCE 
g =strength | COMPANY OF CANADA 


mos in OEEC Countries (Incorporated in Canada in 1865 by Act 
of Parliament as a limited Company) 
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This diagram which shows the remarkable pro- | 


gress made in trading and in industrial and 


S agricultural production by the OEEC countries With branch offices established in many 
is taken from the SIXTH REPORT OF | countries throughout the world, the 
THE OEEC which has just been published Company is staffed and equipped to 
a render efficient service to men and 
women who own more than 2,000,000 
policies and group policy certificates. 


In Great Britain and the Republic of 
Ireland there are branch offices in 21 
important centres, directed by the 
Company’s London Administrative 
Office. 

















Volume I Net&new assurances transacted in 1954 
262 pages 6s. amounted to £192,500,000, bringing 
Volume I] the total net assurances in force to 
. £1,654,000,000. 

255 pages 6s. 


M. Macaulay (General Manager for Great Britain 
and Ireland) 


: f || 2, 3 8/4 COCKSPUR STREET 
eee aes ae LONDON, S.W.1 
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Obtainable from 
HER MAJESTY’S 
STATIONERY OFFICE 





















































GUINNESS, MAHON & COQ. 


MERCHANT BANKERS 


ESTABLISHED 1836 


53, CORNHILL. 
LONDON, E.C.3 





GUINNESS & MAHON 


17, COLLEGE GREEN, 
DUBLIN 





GUINNESS MAHON 
REPRESENTATION CO. INCORPORATED 


115, BROADWAY, NEW YORK 6, N.Y., U.S.A. 
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HENRY 
ANSBACHER 
& CO 


BANKERS 


117 BISHOPSGATE LONDON EC2 
Telephone: Avenue 1030 





Telegrams: Ansbacher, London 
Telex: London 8521 
All enquiries relating to EIRE should be addressed to 
ANSBACHER & CO. LTD. 


85 Merrion Square 
Dublin Eire 














Authorized Foreign Exchange Bank 


sons 


0} \S-% | 


Bank, Ltd. 


Head Office: NAGOYA, Japa 
183 Branches ME. ee 


Nagoya, Tokyo, Yokohama, Osaka, Kobe 


and other major cities throughout Japan 


New Ycrk Representative Office: 


ALL THE WORLD. - 
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At the Westminster Bank they can arrange 
for your dividends to go direct to the Bank 
for the credit of your account, thereby 
saving you time, trouble, postage and the 
risk of loss. This is another of the many 


reasons why... 





It is better to bank 


with the Westminster 























THE CANADIAN BANK OF COMMERCE 


(Incorporated in Canada in 1867, with Limited Liability) 


With more than 680 branches throughout Canada from 

St. John’s, Newfoundland, west to Vancouver and north 

to Yellowknife, The Canadian Bank of Commerce is well 
equipped to serve you. 


Our Business Development Division has been particularly 

useful to banks and their customers as a source of 

up-to-date information on specific industries and markets, 
and distinct economic regions in Canada. 








We invite you to make use of our facilities. 
London Office: 2 Lombard Street, E.C.3 
Head Office: Toronto 


Other Offices in New York, Seattle, Portland, San Francisco, Los Angeles and 
the British West Indies 























THE 
CENTRAL BANK OF INDIA 
LIMITED 


Incorporated in India. The Liability of the Members is limited) 
Established 1911 








HEAD OFFICE: CENTRAL BANK BUILDING, FORT, BOMBAY 
LONDON OFFICE: 159 FENCHURCH STREET, LONDON, E.C.3 


Chairman: SIR HOMI MODY, kK.B.E. Managing Director: H. C. CAPTAIN 





Paid-up Capital - : Rs. 3,14,54,250 (£2,359,000) 
Reserve Fund and 

other Reserves’ - Rs. 4,00,55,696 (£3,004,000) 
Deposits - - - Rs. 123,97,06,516 (£92,977,000) 


Note: The sterling equivalents of the figures shown above have been converted 
at the rate of 1/6d. per Rupee 


300 Branches and Pay Offices throughout India, Pakistan and Burma 
Banking Business of Every Description Transacted 
London Adviser: SIR CECIL TREVOR, C.LE. 


_ ~ ee a ———~ — —--——-- — 
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500 cheques a minute 


The latest addition to the ‘Recordak’ range of equipment 
is a fully automatic, high speed machine which microfilms 
cheques at a rate of 500 a minute. It will also record 
letter-size documents at 200 a minute. There is a 
choice of lenses enabling microfilming to be done at a 
reduction of 19:1 or 40:1. 





The ‘Recordak’ High 
Speed Microfilmer is very 
easy to operate and takes up 
very little room on an ordin- 
ary Office desk. 





SRECORDERK 
High Speed | eS 
Microfilmer presi Division of Kodak Linaited, |-4 Beech Street, 


London, E.C.!. Tel: Metropolitan 0316 





Please write for full details. 


‘Recordak’ is a registered trade-mark. 








QUESTIONS THE MOTORIST IS ASKING | 


“Are these new Tubeless tyres a success ? ”’ 
“Absolutely, Sir! These tyres have more than stood up to the claims made by 
Dunlop when they introduced Tubeless to this country 
a couple of years back.” 


“Can you supply them ? ”’ 
“Yes, sir. In the majority of sizes supplies are 
readily available.” 


“ Will Dunlop Tubeless fit my wheels ? ”’ 
“‘All wheels of 16” diameter and under, sir—except wire spoked 
wheels. They’re quick and easy to fit and you don’t need a set all 
at once—buy them one at a time if you wish. You can get them 
remoulded, too.” 


“ What’s all this about no punctures ? ” Po fg. 
—N “Pick up a nail in the tread, sir, and it is practically certain he Ta: 
the tyre will stay up. Carry on, and call in here when convenient. It’s se 
repaired in a minute or two, without deflating or taking the tyre from 7774 HE 
the rim. Another great thing is that Tubeless need far less frequent ee 
‘topping up’ with air.”’ 


“ Will my new car be fitted with Tubeless?” 4 
‘‘Possibly—car manufacturers who fit Dunlop as standard equipment jf 
are fitting Tubeless on more and more of their new cars, but at the 
moment supplies are not sufficient to make a complete change-over. 
I think that by the end of the year most new cars will have them 
fitted, but at present it’s just the luck of the draw.”’ 









YULOLILCe 
DUNLOP (/UVZ21242 
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— the tyre that everybody wants! 
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S. JAPHET & Co., Ltd. 


LONDON 
* 
Merchant Bankers 
* 


60, LONDON WALL, E.C.2 
National 9633 


Telegrams: Interaxis Telex: 8338-8339 


























KEEP IN TOUCH WITH JAPAN 
THROUGH THE FUJI BANK 


ESTABLISHED IN 1880 


PAID UP CAPITAL YEN 2,700,000,000. 


“? FUJI BANK sa 


184 BRANCHES, LOCATED IN KEY CITIES THROUGHOUT JAPAN 


HEAD OFFICE: 1-CHOME, OTEMACHI, CHIYODA - KU, 
TOKYO 


LONDON BRANCH: SALISBURY HOUSE, FINSBURY CIRCUS, 


LONDON, E.C.2. 
P.O. Box No. 547 Tel. No. NAT 0601-5 
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Mn Emblem of ' Service 


Throughout the length ‘and breadth 
of Scotland this emblem identifies 


Commercial Haul 
of Scotland Limited nail 

which has fostered commerce 

and industry for over a century. 


Scottish men and women in 
‘all walks of life appreciate its 
friendly service in all matters 
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pertaining to modern banking. 


C: “The Bank __ 
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C was founded by Scottish business 

[ men to assist in the development 

a of Scottish trade. | 
i 14 - George Street - Edinburgh 











General Manager: lan W. Macdonald. 
Branches throughout Scotland and in London. 
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CREDIT LYONNAIS 


(Limited Liability Company Incorporated in France) 


orice. 40, LOMBARD STREET, E.C.3 


WEST END BRANCH: 


25/27, CHARLES II STREET, HAYMARKET, S.W.I 


Private safes for rental at this office 





Travellers’ Cheques issued in French Francs payable at all branches of 
the Bank in France and the French Franc Area 





ALL BANKING TRANSACTIONS 





BRANCHES IN EGYPT AND THE SUDAN, NORTH AFRICA, SYRIA 
AND ON THE WEST AFRICAN COAST 





AFFILIATIONS IN BRAZIL, LEBANON, PERU, PORTUGAL AND VENEZUELA 





Central Office: PARIS Head Office: LYONS 




















Guaranty Trust Company 
of New York 


London Offices : 


Main Office 32 LOMBARD STREET, E.C.3 
Kingsway Office BUSH HOUSE, ALDWYCH, W.C.2 


Head Office 
140 BROADWAY, NEW YORK 


PARIS BRUSSELS 


Incorporated uith limited liability in the state of New York, U.S.A. 


























xxXi¥. 

















—-_ 





Specializing , 
in Canadian : THE 
Industrial Finance || WQRLD’S BIGGEST! 


Businessmen who are interested in establishing or | 
expanding Canadian industrial facilities might find it 
worthwhile to consult with the Industrial Develop- 


badietheetnditeniniesahiaateniimiiaidihtiememediieditamee enone ee 
~  ppemcte ares 





ment Bank, a wholly owned subsidiary of the Bank 
of Canada. |1.D.B. has wide experience in Canadian 
industrial problems and specialized knowledge of 
business practices, markets and many other factors 
affecting the success of a Canadian venture. Should 
term financing be required for a plant and equip- 
ment of a type not available through regular 





commercial channels on reasonable terms and 





conditions, !|.D.B. may be able to suggest a practical | 








answer. If you would like more information we 


suggest you communicate with: 








Industrial Development Bank 


~ =| 
| 
Office of the General Manager G WH THA - 
901 Victoria Sq., Montreal, Canada 
| 
] 


! Come and see for 
EPS: j yourself how the 
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j latest office machines 
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/ JUNE V and equipment can 
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A complete network of 186 nationwide 
branches & worldwide correspondents 














SAN FRANCISCO BRANCH 

465 CALIFORNIA ST., SAN FRANCISCO 

TAIPEI REPRESENTATIVE 
OFFICE 


TAIPEI, FORMOSA 





| 
Worth a 
special visit to London 


‘OPEN 10 a.m. — 8 p.m. ADMISSION 2/6 
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_ Foreign Trade... 























Extensive international trade is essential 
for the development of national economy. 
A country’s foreign trade largely 
depends on efficient banking service. 


With a network of correspondents at all 
important trade centres of the 
world the United Bank is 
equipped to render adequate 
service and give expert 
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TOTAL ASSETS foreign trade. 


o« | United Bank of India (td! 


Rs. 38,22,00,000/— 
HEAD OFFICE: 4, CLIVE GHAT STREET, CALCUTTA-1 
aan 
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B. W. BLYDENSTEIN & CO. 


BANKERS 


Established in London in 1858 








Partners: 
| R. A. Vreede, J. R. R. Wierdsma, H. H. Oerlemans 
The Twentsche Bank (London) Ltd., Netherlands Trading Society (London) Ltd. 





WE ARE ABLE TO GIVE A SPECIALIZED SERVICE COVERING 

ALL TRANSACTIONS WITH THE NETHERLANDS, THE 

NETHERLANDS ANTILLES, SURINAM, INDONESIA, SINGA- 

PORE, MALAYA, BURMA, INDIA, PAKISTAN, THE FAR EAST, 

SAUDI ARABIA, LEBANON, EAST AFRICA, TANGIER, 
URUGUAY AND NEW YORK 





54,55 & 56, THREADNEEDLE STREET, LONDON, E.C.2 
Telephone: LONdon Wall 2131 
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Many firms who consider the question of staff pension 
schemes hold back, either because their staff is too small, 
or because their numbers are large, or because for some other 


reason they consider such a scheme to be impracticable. 


staff 


The National Savings Retirement Scheme is one, 
however, that should appeal instantly to both large and 
- small firms, since it can be operated with a minimum of 
reti re ment administration. The Scheme, in outline, depends 

upon the joint contribution of employer and employee, 
the employee’s contribution being invested in 

National Savings certificates and/or Defence Bonds. 
The employer’s contributions are paid into a trust fund 
opened for the purpose and managed by trustees 
appointed by employer and employee jointly. 

Of particular interest is the fact that for income tax 


scheme 


1S made purposes the employer’s contribution will be treated as a 


trade expense and will not be counted as taxable 


remuneration of the employee. 


Employers or their representatives who would like to 
know more about this Scheme are invited to write to 
the National Savings Committee, 1 Princes Gate, S.W.7 
for leaflet S.L.164 (A) which gives full particulars. 


to measure 
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Issued by the National Savings Committee, London, S.W.7 








BANQUE DU 
CONGO BELGE 





Incorporated with Limited 
Liability in the Belgian 
Congo 





Capital and Reserves - - F 650,000,000 
Full and up-to-date Deposits and Current Accounts - F12,150,000,000 
pummeeanaene ete Assets - - - -  - F13,955,000,000 


45 years’ experience 
of conditions in 
Central Africa. 


as at 31st December, 1954 

















Every Description of Banking Business 





LONDON OFFICE -: 39 New Broad Street - E.C.2 











ERICH SULTZ 


BANKER 
FOREIGN TRADE BANK 
25. Poststrasse, HAMBURG 36 


Cable: Phone: Telex: Code: 
BANKSUELTZ 34 46 23-5 021 1904 Peterson’s 3rd Ed. 

















TURKIYE IS BANKASI 


9 
HEAD OFFICE: ANKARA 


CAPITAL, RESERVES AND PROVISIONS: T.L. 80.590.000 
DEPOSITS: T.L. 713.463.446 


180 Branches in Turkey. Foreign Branches : Alexandria, Nicosia 
Correspondents throughout the World. 


COMPLETE BANKING SERVICE. 





As it is the leading Commercial, Deposit Bank of Affair of Turkey it is in a position to help 
the prospective foreign investors in Turkey, or, if necessary, to co-operate with them. 
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THE 
EASTERN 


| 


BANK LTD 





| Subscribed Capital £2,000,000 
| Paid-up Capital £ 1,000,000 
| Reserve Fund £1,500,000 


Every description of Banking and 
Exchange business undertaken. 


Branches in 


IRAQ, BAHRAIN, QATAR, 


ADEN, INDIA, PAKISTAN, 
CEYLON, SINGAPORE and 
MALAYA 
Head Office: 


2 & 3 CROSBY SQUARE 
LONDON, E.C.3 





























Book Type Home Safes 
reduce bank entries 


for small accounts 


With a P.P.J. 

Book Type Home 
Safe always at hand inthe 
home, it’s easy for the 
weekly wage earner to 
slip in the odd amount 
now and then, which 
quickly becomes large 
enough to bank. This 
way Bank entries are fewer and Charges mini- 
mised — an economy both for the Bank and the 
customer. 


These Book Type Home Safes are 
supplied with your House Mark 
embossed on the smart leather- 
cloth covers and are available 
in a wide variety of colours. 








Samples and prices sent on request 


PEARSON-PAGE-JEWSBURY 
co., LTD., 
(Dept. 12), Westwood Works, 
Westwood Road, Witton, 
Birmingham, 6 
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In London or around 
the world ...here’s what 
we can do for you! 


BANK OF AMERICA’S London offices 
offer you credit facilities and direct repre- 
sentation in the world’s great trade centres 

plus up-to-the-minute information 
collected and evaluated by Bank of 
America Officers travelling in all parts of 
the world. Complete information on 


request. 


Bank of America 


NATIONAL eG inGs ASSOCIATION 


Incorporated with Limited Liability under the 
National Bank Act of U.S.A. 


... SERVING COMMERCE AROUND 
THE WORLD... 


WEST END BRANCH: 
29, Davies Street, 
W.1. 


LONDON BRANCH: 
12, Nicholas Lane, 
E.C.4. 

Safe Deposit Boxes availiable at the West End Branch. 


HEADQUARTERS: San Francisco and_ Los 
Angeles, California. 


OVERSEAS BRANCHES: Manila, Tokyo, Yokohama, 
Kobe, Osaka, Bangkok and 
Guam. 
New York, Mexico City, 
Milan, Paris, Zurich and 
New Delhi. Correspondents 
throughout the world. 
BANK OF AMERICA (INTERNATIONAL) 
New York, a wholly-owned subsidiary; Overseas Branch, 
Dusseldorf. 


REPRESENTATIVES: 





NATIONAL BANK 
OF PAKISTAN 


(Incorporated under the National Bank of Pakistan Ordinance, No. X1X 
of 1949, and sponsored by the Government of Pakistan. The liability f 
members is limited). 


ESTABLISHED 1949 
x «x 
HEAD OFFICE: 
VICTORIA ROAD, KARACHI 


LONDON OFFICE: 
20 EASTCHEAP, LONDON, E.C.3 





62 branches, and also. sub- 


branches, throughout Pakistan. es « 4 
President Hoshang Dinshaw 
Foreign branches at Calcutta Managing Director A. Muhajir 
(India) wy" erage (Saudi Government Director Mumtaz Hasan 
rabia). iy tia ae 
ae en ee Authorised Capital . . . . . Pak. Rs. 6,00,00,000. 
Sore \SrreIge baal Issued & Subscribed. . . . . Pak. Rs. 6,00,00,000. 
ciacieeatcee” 0 ace eae Paid-up . . . Pak. Rs. 1,50,00,000. 
Scania Fund (31. 12. 54) ! Gy 50,00,000. 
Deposits (31.12.54) . . . . . Pak. Rs. 33,02,66,095. 
Banking business of every description transacted. London Manager: J. L. Tomlinson 




















The 


Union Discount Company 
of London Ltd. 


(ESTABLISHED 1885) 


CAPITAL & RESERVES - £8,000,000 


TREASURY, BANK AND FIRST-CLASS TRADE BILLS DISCOUNTED. 


39 CORNHILL, LONDON, €E.C.3 


























old refining 





Our precious metal smelting and refining service is founded 
upon more than a century of experience and planned 
development. A _ gold refining capacity in excess of 
400,000 oz weekly is supported by methods of sampling 
and assay that assure the speedy and critically accurate 
assessment of the precious metal contents of any form of 


gold-bearing material. 


Silver and Platinum 
Our refineries handle also bullion, ores, concentrates and mining 


by-products containing silver and the platinum metals. 


Johnson Matthey 


MELTERS AND ASSAYERS TO THE BANK OF ENGLAND 


JOHNSON, MATTHEY & CO., LIMITED, HATTON GARDEN, LONDON, E.C.! 
Telephone : HOLborn 6989 
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THE 
BANK OF INDIA 
LIMITED 


(Incorporated in India) 


ESTABLISHED—1906 


CAPITAL SUBSCRIBED Rs.5,00,00,000 
CAPITAL PAID UP Rs.2,50,00,000 
RESERVE FUND Rs.3,52,00,000 


HEAD OFFICE: 
MAHATMA GANDHI ROAD, BOMBAY 


LONDON OFFICE: 
17 MOORGATE, E.C.2 


Branches in India: 


AHMEDABAD: DELHI 
Bhadra (Main Office) GANDHIDHAM 
Ellis Bridge (Kutch) 
Gandhi Road HYDERABAD 
Station Branch (Deccan) 
Manek Chowk JAMSHEDPUR 
AMRITSAR JUNAGADH 
BHUJ (KUTCH) KOZHIKODE 
BOMBAY : (formerly Calicut) 
Andheri MADRAS 
Bandra NAGPUR: 
Bullion Exchange Kingsway 
Colaba Itwari Bazar 
K albadevi NEW DELHI 
Malabar Hill PALANPUR 
CALCUTTA: POONA 
Netaji Subhas Rd. POONA CITY 
(Main Office) RAJKOT 
Bara Bazar SHOLAPUR 
Chowringhee Square SURAT 
COIMBATORE VERAVAL 


Branches outside India: 
ADEN JINJA KAMPALA KARACHI 


MOMBASA NAIROBI OSAKA 
SINGAPORE TOKYO 


Directors: 
Sir Cowasjee Jehangir, Baronet, G.B.E., K.C.LE., 
Chairman; Mr. Ambalal Sarabhai, Sir Joseph 
Kay, K.B.E., Mr. Dinsha K. Daji, Mr. Ramniwas 
Ramnarain, Mr. Bhagvandas Chunilal Mehta, 
Mr. Krishnaraj M. D. Thackersey, Mr. A. D. 
Shroff, Mr. Madanmohan Mangaldas 


Every Description of Banking 


Business Undertaken 


D. R. Thom, General Manager 





OTTOMAN 
a A N K (Incorporated in 


Turkey with 
PAID-UP CAPITAL - £5,000,000 





Limited Liability) 


The Bank transacts every 
description of English and 
Foreign Banking Business. 


BRANCHES throughout TURKEY and the 
MIDDLE EAST, including EGYPT, SUDAN, 
IRAQ, CYPRUS and JORDAN. 


Affiliated Institution in Syria and 


Lebanon: BANQUE DE SYRIE ET DU 
LIBAN. 

LONDON 20/22, Abchurch Lane, E.C.4 
MANCHESTER 56/60, Cross Street 
PARIS 7, Rue Meyerbeer 
MARSEILLES 38, Rue St. Ferreol 
CASABLANCA 1, Place Ed. Doutte 


ISTANBUL 

















BANCA 
COMMERCIALE 
ITALIANA 


Established 1894 


HEAD OFFICE: MILAN 


224 branches and offices in Italy 


Branches abroad : 
ISTANBUL - IZMIR 


Representative Offices : 
LONDON : 2! Birchin Lane, E.C.3 
NEW YORK: 14 Wall Street 
PARIS (1X): 14 Rue Halévy 
FRANKFURT a/M.: Wiesenau, 2 


Telegraphic Address : 
For Head Office: ‘“‘Dircomit”’ 
For all Branches: ‘‘ Comitbanca’”’ 
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AN ASSURANCE 
OF SAFETY 


_rn i 


ats entrusted to the Church of 


England Building Society is quite free 
Substantial 


Wut 


ne 


from any risk of depreciation. 
mortgage holdings, carefully selected and 
judiciously distributed, afford an exceptional 
degree of security to investors and depositors, 
while an attractive, regular return without 


liability to income tax is assured. 


Paid-up £25 shares are issued at any time, 

to the maximum individual holding of 

£5,000. Interest payable half-yearly on 
31st May and 30th November. 


SHARE INTEREST 23% 
DEPOSIT INTEREST 2% 


Income tax paid by the Society 


ASSETS EXCEED £9,000,000 
RESERVES £430,000 


A copy of the latest balance sheet, with form of 
application, will be sent on request 


CHURCH OF ENGLAND 
BUILDING SOCIETY 


6 & 7, New Bridge Street, London, E.C.4 
Telephone: CEN 8455 Incorporated 1882 


DIRECTORATE : 
CHAIRMAN: J. Gordon Elsworthy, F.R.I.C.S., F.A1., 
F.R.San.1. 


DEPUTY CHAIRMAN: S. Vvyvian Hicks, P.P.R.I.C.S, 
F.A.I. 


B. Christian Briant, M.B.E., M.A., F.R.1.C.S., F.A.1. 
Charles Geen H. Pearce Gould 
Elliott W. Jackson, L.R.I.B.A. 
Geoffrey G. Rogers, T.D., F.R.I.C.S., F.A.1. 
SECRETARY: William Cook, F.B.S. 
ASSISTANT SECRETARY: James Groves, F.B.S. 


Regional Offices: 
BOURNEMOUTH, 1149 Christchurch Road, Boscombe 
TUNBRIDGE WELLS, 87 Mount Pleasant Road 
NOTTINGHAM, 13 Park Row 
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JUNE 


THE OLD CHERRY-PICKER 











The ripe cherries of June remind us of our 
absolutely favourite person in English and Irish | 
history. Katherine Fitzgerald, Countess of | 
Desmond, was born 1464 and died 1604. (There | 
are spoil-sports who dispute that date of birth, | 
and say the old Countess was a mere 104 when | 
she died. We are less niggardly, and insist on | 
140.) But it is not her great age alone that puts 
the Countess at the top of our list of favourites. 
The fact is that, at the age of 90, she broke her | 
leg falling out of a cherry-tree. We have never | 
found record of anybody else falling out of a 
cherry-tree at the age of 90. We are sorry for 
Katherine Fitzgerald. It must have been pain- 
ful. But what was she doing up a cherry-tree 
at the age of 90 ? History does not in fact relate. 
Perhaps she had gone up to fix a hammock, so 
that she could snoozle in the sun. She may 
have been trying to rescue a stranded and 
yiauling kitten. But we prefer to think that she | 
was picking, or trying to pick, some particularly 
juicy-looking cluster from a tree when her | 
grumpy young (say about 75) gardener wasn’t 


looking. 








We cannot protect you from the hazards of cherry- 

picking, but we can help you to safeguard the future 

of those who depend on you. Ask at any Midland 
Bank branch for details. 


MIDLAND BANK 
EXECUTOR AND TRUSTEE 
COMPANY LIMITED 
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SINGER & FRIEDLANDER 


LTD. 


MERCHANT BANKERS 


PLACE AT THE DISPOSAL OF ALL CLIENTS 
THEIR SPECIALISED INVESTMENT AND 
COMMERCIAL SERVICE. 


55 BISHOPSGATE - LONDON, E.C.2. 











ANGLO-PORTUGUESE COLONIAL AND OVERSEAS BANK 
LIMITED 


(Registered in England) 
9 BISHOPSGATE, LONDON, €E.C.2 


A COMPLETE INTERNATIONAL BANKING 
SERVICE 


AT CLIENTS’ DISPOSAL 











ENQUIRIES INVITED 























Che Bank of Adelaide 


Established 1865 


THE BANK OF ADELAIDE welcomes enquiries regarding business, commercial or 
personal, with Australia 
Banking business of all kinds transacted 


Principal Offices in Australia: Adelaide (Head Office), Brisbane, Melbourne, Perth, Sydney 
London Office: 11 LEADENHALL STREET, E.C.3 


(Incorporated, with limited liability, in Australia) 
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BARCLAYS CANADIAN CASEBOOK ? 








Sales figures 
can lie 


A Wolverhampton manufacturer had been marketing his products in 
Canada through agents for a number of years. Sales however were never 
quite as good as he had hoped. Puzzled, he decided to find out for himself 
what was the cause and asked for our help. We made intensive 
enquiries through our Head Office in Canada and it soon became 
obvious that the agents he was using were not really the right people to 
handle his particular lines. Nevertheless, we established that the potential 
market for his products was in fact excellent : consequently the manufac- 
turer, with our help, set up his own selling organisation in Canada which 
is now doing extremely well. 

Whatever you want to know about Canada we at Barclays Bank 
(Canada) will try to answer. The Bank can supply much of its 
information from day-to-day records in London and any further details 
that may be required will be obtained direct from Canada. Preliminary 


enquiries are welcomed by our London Manager, Mr. A. G. Fleming. 


BARCLAYS BANK (CANADA) 


A Canadian Chartered Bank and an Associate Company of 
Barclays Bank Limited and Barclays Bank D.C.O. . 


London Manager: 54 LOMBARD STREET, E.C.3 


Head Office: 214 ST. JAMES STREET WEST, MONTREAL 
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Suggestions to EXPORTERS and IMPORTERS: 


nit youtalh, to te 
- Cha Manhattan 


keep the world 
at your fingertips? 











® Chase Manhattan is the focal point of banking 
information and service for world trade. 
In this truly world-wide organization you 
will find available intimate knowledge of 
local markets and conditions which is 
indispensable to the satisfactory conduct 
of your business abroad. 

Why don’t you talk to the people . 
at Chase Manhattan? a 


OVERSEAS BRANCHES 


THE CHASE MANHATTAN BANK fOr ME van = tote = onus 


' 2 See : * Havana * Marianao * San juan, P.R. * Santurce 
Incorporated with Limited Liability under the laws of the State of New York ‘ Panama * Colon * David * Cristobal * Balboa 
’ 
Head Office : 18 Pine Street, New York, N.Y. - Offices of Representatives 
e Mexico, O.F. Buenos Aires © Rome 
LONDON : 6 Lombard Street, E.C.3 + 46 Berkeley Square,W.I 7 Beyrouth ~ Bombay 
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THE ROYAL BANK 
OF SCOTLAND 


INCORPORATED BY ROYAL CHARTER 1727 


EDINBURGH, LONDON AND BRANCHES 





GLYN, MILLS & CO. 


ESTABLISHED 1753 


LONDON 


WILLIAMS DEACON’S BANK LTD. 


FOUNDED !77! 
MANCHESTER, LONDON AND BRANCHES 








TOTAL ASSETS: £414,353,819 u 
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NATIONAL PROVINCIAL BANK 


LIMITED 


Chairman: 
David John Robarts, Esq. 


Deputy Chairman: 
Sir Frederick William Leith-Ross, G.C.M.G., K.C.B. 


Chief General Manager: 
L. J. Williams. 


Joint General Managers: 
F. Keighley, C. G. Wheatley, H. C. Pearson, W. Lynn. 


Head Office: 15 Bishopsgate, London, E.C.2 


Principal Overseas Branch & Trustee Department: 
1 Princes Street, London, E.C.2 
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MUILLN ERS 





HIS Vault Door weighs 8 tons and embodies 10 inches 

of our patent alloy armouring which has been tested 
and proved to provide a degree of security unequalled 
by any other type of armour construction. ‘Thus Milners, 
founders of the modern Safe industry, continue their 
century-old tradition of keeping a jump ahead of the 
burglarious opposition. 
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Head Office: 58, HOLBORN VIADUCT, LONDON, E.C.| 


Telephone’ CENtral 0041-5 Telegrams: HOLDFAST, CENT, LONDON. 


. 


Factories: Phoenix Works, Speke, Liverpool 1/9. 
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%, In MEXICO CITY, capital of 
, the Mexican Republic, the colourful 
customs of the old Aztec tradition 
still remain. But with the development 
of electric power, modern industrial 
techniques now exploit the country’s rich 
resources — iron, oil, cotton, chemicals 
and tobacco. 
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ACCOUNTING & ADDING MACHINE 


put business on record 
... at less cost 








COMPLETELY VERSATILE—The e&@iftenat 
“CLASS 31°’ DIRECT-ENTRY ACCOUNTING MACHINE. 
Instantaneously adaptable to all forms and 
phases of BANK ACCOUNTING. * LEDGERs, 
STATEMENTS AND WASTE ¥%& DIVIDEND WARRANTS 
AND LISTS ¥ STAFF PAYROLL and all varieties 


of special records for particular requirement: 
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FOR SUPER SPEED AND ACCURACY over the entire range of listing and 
primary book-keeping operations: the “E€.N.’’ SERIES Of NATIONAL 
ADDING MACHINES — in simplex and duplex versions, with and without 


wide platens and shuttle carriages. High, medium and low capacities. 


THE NATIONAL CASH REGISTER COMPANY LTD. 





British Factories 
DUNDEE 


at 
206-216 Marylebone Road, London, N.W.!. Paddington 7070 949 OFFICES IN 94 COUNTRIES 
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SIR GEORGE ERSKINE 
(a managing director of Morgan, Grenfell and Company, who was last month 
re-elected for a second year as president of the Institute of Bankers) 








Linoleum installation by Semtex Ltd. (A Dunlop Company). 
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\Plan /for Linoleum for good looks and long life 


As the S.S. Arcadia of the P. & O. Line traverses 
the oceans of the world, the amenities within 
give passengers the comiort of a first-class hotel. 
Look, for example, at this floor in Linoleum—it 
sets the decor for lounge luxury travel. If you 
could see its record as an item of expense you 
would find it almost a non-recurring outlay 
throughout a long sea-faring life. ‘That is the 
satisfaction of quiet-to-the-tread, colourful 
Linoleum. Moderate in first cost, it responds to a 
quick clean over revealing its original beauty 
day alter day. 
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FOR LONGEST WEAR EVERYWHERL 


“THELMA”? stands for The Linoleum Manufacturers’ Association, 127, Victoria Street, London, S.W.! 
For further information write to the Association or to anv of the following members*— 

BARRY OSTLERE & SHEPHERD LTD., KIRKCALDY ° DUNDEE LINOLEUM CO. LTD., DUNDEE © LINOLEUM MANUFACTURING CO 
LTD., 6 OLD BAILEY, LONDON, E.C.4* MICHAEL NAIRN & CO. LTD., KIRKCALDY,” NORTH BRITISH LINOLEUM CO.LTD., DUNDEE 
SCOTTISH CO-OPERATIVE WHOLESALE SOCIETY LTD., FALKLAND, FIFE ~*~ JAS. WILLIAMSON & SON LTD., LANCASTER 
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A Banker’s: Diary 





DURING most of the past month the squeeze upon bank liquidity has dominated 
the short and medium sectors of the gilt-edged market and has strongly 
influenced the longs. There has been further selling by the 
Money banks, which in the aggregate had sold no less than {63.6 
Squeeze and millions in the five weeks to the date of the April make-up. 
Gilt-edged This gave the clearest indication yet of the effectiveness of 
monetary restraint—even though its principal effect then, 
aside from the actual rise in interest rates, had been to mop up the surplus 
balances of sectors of the economy that had been liquid. The movement 
from bank deposit accounts into bills has been both a part of this process 
and the principal cause of its acceleration. The withdrawals from deposits 
and the parallel pressure upon bank liquid assets have been the means of 
keeping liquidity ratios taut despite the Treasury’s seasonal need for finance. 
Hence the banks have had to finance additional advances by selling gilt- 
edged; and, since the Government broker has obviously sold on balance, the 
banks’ efforts to protect their liquidity have still further mopped up liquid 
funds in the private sector. 

At this stage, it 1s not clear how far the banks have simultaneously 
tightened their lending standards, for advances during April were still rising 
faster than they did in the corresponding period last year (by £44 millions, 
compared with {12 millions). It has to be remembered, however, that the 
run-off of advances through repayments out of new issues has been much 
less than usual throughout this phase, and a substantial part of the new 
lendings has been to the nationalized public utility industries. The con- 
striction experienced by private sector applicants for credit may have been 
more perceptible than the figures themselves suggest, for it is understood that 
demands continue apace. The fact, however, that advances were still rising 
has led to the contention that the policy so far has been ineffective. This is 
surely a short-sighted view. Even if it were true that the rise in rates and 
the mopping up of private liquidity had no effect in restraining real demand, 
this mopping up would still be a valuable and indeed an indispensable process. 
Now that the main slack in liquidity has been taken up, it has become more 
difficult or more costly for the banks to sell. The point has been reached at 
which the pressure passes from the preliminary phase in which it mainly 
affects the liquid sectors of the economy to the main phase in which it should 
squeeze the illiquid sectors that must borrow from the banks or sell securities 
if they are to maintain their expenditures. In short, unless the authorities 
change their tactics—for example, by buying 1955 Serial Funding stock in 
preparation for redemption, or by floating an Electricity loan on terms that 
compel the “‘ departments ’”’ to subscribe heavily—the grip upon advances 
now seems bound to tighten. 

The sales of gilt-edged in the five weeks to April 20 appreciably exceeded 
the rise in advances, as the table shows; the average liquidity ratio was 
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accordingly raised from 29.9 to 30.5 per cent., compared with 33.1 per cent. in 
April, 1954. The experience of the banks individually is analysed in our 
customary table on page. 381, from: which it will be seen that four of the 


April 20, Change on 

1955 Month Year 

£m. fm. £m. 
Deposits _ im a" 6380.8 - 20.8 + 3.3 
‘Net ” Deposits* bis es 6146.6 + 7.7 + 58.1 

Yo t 

Liquid Assets ns ‘6 oe 1946.6 (30.5) + 29.2 —I165.4 
Cash... - - os 539.2 (8.4) + 25.2 - 4.6 
Call Money ‘a - ut 434.0 (6.8) —- 3.8 — 55.2 
Treasury Bills .. _ 864.6 (13.6) + 15.4 — 135.2 
Other Bills - ba ~ 108.8 (17.7) —- 7.6 20.5 
Investments and Advances .. om 4284.9 (67.1) —- 20.0 +- 233.0 
Investments .. - is 2217.1 (34.7) — 63.6 — 62.8 
Advances - ca - 2067.9 (32.4) + 43.7 + 295.8 


* After deducting items in course of collection. ¢ Ratio of assets to pubished deposits. 


eight biggest banks (though only the Westminster and Midland among the 
‘‘ Big Five ’’) still showed ratios below 30 per cent. The only bank that had 
not reduced. its investment portfolio over the whole period of the squeeze was 
the Midland. 


THE main indicators of Britain’s external balance were more favourable 

last month, though not decisively enough to justify the claims made in the 

heat of the election campaign that the tide is already on the 

Overseas turn. Sterling actually rose above parity for a few days in 

Accounts early May, for the first time since October last year, but later 

Improve in the month it weakened appreciably, under the influence of 

electoral uncertainties, the strike in the docks and the renewed 

threat of a stoppage on the railways. A week before polling day the spot rate 

dipped sharply, to below $2.79 (its lowest since early March), though in election 
week itself there was a modest recovery. 

The gold and dollar and the trade accounts 1n April were the best for many 
months; though close scrutiny shows that the true improvement in both is 
still only small. The gold and dollar reserves of the sterling area rose by 
$19 millions, their first perceptible increase this year; but American aid 
accounted for $17 millions, leaving the net surplus at a mere $2 millions. 
Settlement of the March surplus with the European Payments Union provided 
$13 millions, so that there was a deficit with all other areas of $11 millions. 
But, to obtain: a view of the actual trend: of payments during April, this 
deficit has to be set against the large surplus of $61 millions earned with 
E.P.U. that month (which brought $30.5 millions of gold into the reserves 
in mid-May). 

During April, too, the steady worsening that had occurred in the trade 
accounts, since the autumn was checked—even though the influence of dearer 
money upon that month’s recorded trade must have been small. Imports 
were {47 millions, or 13 per cent., smaller than in March, but if account is 
taken of the three fewer working days in April, the decline becomes only 
2 per cent. But the daily rate of exports was markedly higher, and the 
actual visible trade gap was reduced from the March level of £92 millions 
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(a three-year record) to {65 millions. This was only £14 millions larger than 
in April, 1954, whereas in March the corresponding deterioration had amounted 
to {52 millions and in the first quarter to a monthly average of £37 millions. 
Another encouraging trend in April was the continued recovery of the terms of 
trade. Import prices fell by one point, as they had done in March, and export 
prices were again unchanged on balance. The upshot was that the ratio of 
import to export prices fell by a further point to 102 (1954100), compared 
with 104 in January and February. 

The total visible trade deficit in the first four months of the year totalled 
{296 millions, or some £126 millions more than in 1954. In the full first 
half-year of 1954 the trade accounts showed a deficit of {275 millions. Ona 
payments basis this amounted to only £48 millions; it will be recalled that the 
balance of all current payments recorded a surplus of £148 millions. 


YET another renewal of the European Payments Union has been under dis- 
cussion in recent weeks, and once again there is widespread talk of this being 
‘positively the last’ of the extensions that have kept the 

E.P.U. Union on a provisional footing since mid-1952. This year, 

Prepares indeed, the rumours appear firmly based. The renewal is 
its End expected to effect a significant hardening in the monthly 
settlements mechanism of the Union, raising the proportion of 
gold to credit from 50:50 to 75 : 25; to make specific provision for the 
liquidation of the Union if and when one or more of its members’ currencies 
becomes convertible; and to provide for the establishment of a European 
Fund to take over a number—a hotly disputed number—of E.P.U.’s present 
functions. The draft of the agreement prepared by the Managing Board of 
the Union, which is so far unpublished, was given detailed consideration last 
month by the deputies of the Ministers of the Council of the Organization for 
European Economic Co-operation; it is due to be signed this month by the 
full Council and to take effect from July I. 

The general shape of the new European Fund appears to have been fixed. 
It is to have total resources of some $600 millions, of which nearly one-half 
will be inherited in convertible currencies transferred from the E.P.U. The 
balance will be provided by the member countries—which will include all 
members of the present Union and not only the inconvertible rump. But it 
is still unresolved whether the Fund should be a mere credit-granting agency, 
a kind of West European counterpart of the International Monetary Fund, or 
whether it should continue the clearing functions that for the past five years 
have beén performed by E.P.U. Retention of these clearing functions is 
favoured by a number of Continental countries; but the United Kingdom 
and others have argued that regional clearing machinery of this kind will be 
superfluous—since most of the settlement will normally be effected through the 
foreign exchange market in convertible currencies, and particularly through 
the banking mechanism of the City of London. 

The differences of view on this point have been given substance by the 
widely prevailing belief—in some quarters it might be defined as the “ con- 
viction ’’—that when sterling becomes convertible it will be on the basis of 
a more flexible rate of exchange than obtains at present. If London is in 
future to do most of the clearing of Western European trade, it will be 
necessary for Continental countries to maintain substantial working balances 
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in sterling—a prospect that may not be altogether to the liking of those that 
have already decided that if sterling does float into convertibility their own 
currencies will not float with it. In answer to this objection, the United 
Kingdom authorities have already worked out technical arrangements by 
which clearing under the European Fund would be done not at intervals of 
one month but from day to day by way of inter-central banking arbitrage 
in their respective currencies. This would be one way of marrying a regional 
clearing system with flexible rates of exchange, and also of working it through 
the exchange markets. It is quite evident that at the coming meeting of 
Ministers in Paris the main issue will be between those who see in the move- 
ment towards convertibility the return to something like the purely market 
system that obtained before the war and those who wish still to retain a 
strong regional organization in order to safeguard trade liberalization and the 
automatic credit facilities that have in recent vears been nurtured under such a 


shelter. 


THERE is one institution, as Sir George Erskine himself acknowledged in his 
controversial presidential address to the Institute of Bankers,* through which 
the banks already and most successfully supply risk capital to 

I.C.F.C.’s industry. That is the Industrial and Commercial Finance Cor- 

Funds poration, which next month celebrates its tenth anniversary. 

Revolve The I.C.F.C. has by now found, in the phrase of its chairman, 

Lord Piercy, ‘‘ a definite place ’’’ in the industrial structure and 
the capital market. Its experience has naturally not been without its setbacks; 
but for the most part its investments have proved sound, and are now yielding 
dividends to an extent sufficient to permit the corporation to finance the major 
portion of its new business without having to make further demands on 
the banks. In the year to March 31, I.C.F.C. provided a further {4.4 millions 
in new investments and advances; but no less than 82 per cent. of this sum 
was covered by repayments and realizations. The loan capital subscribed by 
the banks was increased by only £250,000, to £20 millions. The corporation 
is now being financed for the most part from its own revolving funds. 

The happy experience of I.C.F.C. is also reflected in its current earnings. 
Interest and dividends received are up from £1.6 millions to {2.4 millions— 
even though provision for doubtful advances is believed to have been greater 
than the {£250,000 disclosed in 1953-54. Net profits after tax rose from £466,492 
to £718,855, after setting aside {200,000 for depreciation of quoted investments. 
This reserve is now no longer required and is therefore transferred to general 
reserve, which has besides been raised by £500,000, against £250,000 in 1953-54. 
The dividend is, as expected, maintained unchanged at last year’s level of 
5 per cent. 

The I.C.F.C. report is as always a useful pointer to the financial experience 
of the smaller fry of industry. Lord Piercy believes that the recent increase in 
investment in Britain has been attributable to the smaller and medium-sized 
firms as well as to the grandiose programmes of the large companies and 
nationalized industries; both ‘“ the means and the favourable background ” 
for this investment have in his view been provided by the excellent company 
profits of the past few years. As for the restraint of present monetary policy, 





* Discussed in detail in an article on page 341. 
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Lord Piercy hopes that this will not serve to check fixed investment. He 
believes that industry is taking the higher money rates in its stride, and has 
seen no signs that his customers are finding more difficulty in obtaining bank 
credit. And I.C.F.C. itself has made no increase in its loan charges—despite 
the fact that the interest it itself pays to the banks on its loan capital has as 
usual been raised by the full margin of the increases in Bank rate. . The cor- 
poration is thus directly sheltering its customers from the pinch of dearer 
money; the effect is naturally to narrow the margin between its borrowing and 
lending rate, possibly to a level that makes new lending actually unprofitable at 
the moment. Lord Piercy plainly regards the present level of money rates asa 
strictly temporary phenomenon. 


At the beginning of next month, the Reserve Bank of India, acting for the 
Indian Government, will take over the Imperial Bank of India, formed thirty- 
four years ago as the outcome of a merger of the old Presidency 
Imperial Banks of Bengal, Bombay and Madras. In addition, a dozen 
Bank or so smaller concerns, hitherto associated as local co-oper- 
Nationalized ative and land mortgage banks with States’ (formerly 
Provincial) administrations, will ultimately be taken over and 
merged with the Imperial Bank to form a new State Bank. Its object will be 
to work “in effective consonance with the national policies adopted by the 
Government, without departing from the canons of sound business ’’. Speci- 
fically, it is hoped to extend banking services into rural areas, which the 
commercial banks are, for one reason or another, unable to develop; and so 
to widen the facilities for agricultural credit and integrate agricultural savings 
more closely into the banking system proper. For these purposes the Imperial 
Bank, with its considerable resources and its network of four hundred branches, 
obviously possesses very considerable practical advantages as a going concern. 
The acquisition at the present juncture of the Imperial Bank has, however, 
a significance stretching beyond the banking field alone. It is the first act of 
nationalization since the enactment last April of the Constitution (Fourth 
Amendment) Bill, which placed questions about compensation for property 
acquired by the State outside the purview of the judiciary. The compensation 
terms offered to the shareholders of the Imperial Bank have accordingly been 
awaited with some interest, as further acts of nationalization are expected in 
the future. In the event, the basis of valuation has turned out to be more 
tavourable than was at one time expected. The paid-up capital of the 
Imperial Bank amounts to Rs. 5,62,50,000, divided into 75,000 fully paid 
shares of Rs. 500 each and 150,000 shares of Rs. 500 each nominal, on which 
Ks. 125 per share has been called. Shares transferred to the Reserve Bank 
will be paid for at the rate of Rs. 1,765-10-0 per fully paid share and Rs. 431-12-4 
per partly paid share, together with outstanding dividends. These prices are 
above recently quoted market values, The first Rs. 10,000 of compensation 
will be payable in cash and the balance in central government securities. 
These terms can be regarded as reasonable, even generous. But it is 
understood that the Indian Cabinet had no easy task in getting the Congress 
Party to adopt this formula drawn up by Mr. Deshmukh, the Finance Minister. 
Ministers had indeed to fall back on the argument that since nationalization 
of the Imperial had been proclaimed before the Constitution was amended, 
the earlier and more equitable compensation principles had to be applied. 
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It may be, therefore, that a form of fair play was adopted in this case that 
it may not be possible, for political reasons, to repeat in others. 


THE Commonwealth Development Finance Company, which has just com- 
pleted its second year, has already a tidy list of investments to its name; those 
arranged in the twelve months to March 31 totalled {51 

C.D.F.C. millions (compared with £43 millions in 1953-54). The C.D.F.C. 
and Dearer lends money to finance developments in any part of the Com- 
Money monwealth that promise to make a contribution tothe balance 

of payments of the sterling area as a whole. It is designed, 

however, to complement and not to compete with the normal machinery of the 
capital market; and two applications it received last year were in fact passed 
on to, and finally dealt with through, the ordinary market channels. This 
naturally narrows the range of projects that the C.D.F.C. feels free to accept ;* 
and it means also that its shareholders, the Bank of England and a wide range 
of companies and finance houses, have to accept a long and not very rewarding 
pull. 
The Commonwealth Finance Company entered its third year under the 
shadow of dearer money. The company cannot pass on the increase in the 
rates at which it borrows to its overseas customers without losing business ; 
its chairman, Sir Frederick Godber, explains that the recent increases in Bank 
rate have in fact had an adverse effect on both net revenue (by cutting down 
its margins) and on its ability to lend at rates attractive to most Common- 
wealth borrowers. It is C.D.F.C.’s policy to finance fixed interest loans (of 
which the {2,500,000 debenture in Tasman Pulp and Paper is the latest 
example) by borrowing from the joint stock banks (though the company intends 
at an appropriate moment to fund these advances by issuing long-term capital, 
presumably its own debenture). It prefers to finance investments in equity 
stocks by calling upon its own share capital and, in the first instance, on the 
‘““B” shares owned by the Bank of England; but its equity holdings total only 
{13 millions. Having thus to rely largely upon fixed interest stocks—and in 
the first years of its life the company must obviously limit its investments in 
venture capital—it is not surprising that its directors believe that dearer 
money in this country may deter some potential borrowers. Once C.D.F.C. 
is well established with a long and more mixed list of investments, of course, 
Sir Frederick may find himself less embarrassed by sharp changes in London 


interest rates. 





Committee on Endorsements 


The committee set up by the Chancellor to consider the possible reduction 
of endorsement of cheques, which held its first meeting at the end of April, 
asks that any person or organisation wishing to submit evidence on matters 
within its terms of reference (reproduced in THE BANKER last month) should 
communicate with the Secretary, Miss M. I. Reid, at Treasury Chambers, 


Great George Street, S.W.1. 


—— 











* For further discussion of the precise scope for the C.D.F.C. see ‘‘ The Commonwealth Finance 
Company: a First Appraisal ’’’ by Gordon Lee, in the issue of THE BANKER for August, 1954. 
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The Rail Crisis and Beyond 
Can the Tories Find Economic Stability ? 


HE City in the first flush of post-election enthusiasm signalled its welcome 

to the new Tory government by hoisting equity prices to a new peak— 

despite the fact that its pre-election hopes had already lifted the Financial 
ames index 20 points above the nadir of mid-March. On the morrow of the 
election, in the midst of the dock strike, and on the eve of the rail strike, 
the index rose another 34 points, to 199.4, almost 2 points beyond the crest 
that had been touched before the second increase in Bank rate early this 
vear. Such optimism may be justifiable on a long view; but the City at that 
moment, like some commentators in the week-end press, seemed to be blithely 
and blindly assuming that nothing more than a Tory victory was needed to 
set every care at rest. It must have seemed very much otherwise to the 
Ministers who at that same moment were labouring hope against hope to 
avert the strike, who with no instant to taste the sweets of victory were 
engulfed forthwith by grave and even frightening responsibilities. They at 
least were never in doubt that any rail stoppage would be disastrous, for the 
whole nation, and would bring them to grips at once not only with the difficult 
rail issue but with the whole intractable problem of inter-union rivalries and 
wage differentials over wide sectors of industry. 

The risks from the stoppage itself have to be gauged by reference to the 
condition of the economy during recent months. Labour’s charge that 
the Tories had rushed the election because an autumn crisis loomed ahead 
was always an exaggeration. But so, too, were those Tory arguments— 
eagerly swallowed by some City circles and some sections of the press—that 
any incipient difficulties had been quickly nipped in the bud by the measures 
of last February. The measures themselves had been delayed longer than 
they should have been—because the diagnosis itself was belated. Mr. Butler 
is entitled to claim, as he reiterated during the election campaign, that he 
acted quickly as soon as the threat became apparent; and it may be that the 
action itself was sufficient. But this does not mean that it has done its work 
already, that it had disposed of the inflationary threat to Britain’s stability 
before the new strike threat appeared. 

The monetary pressure, operating for the first time as almost the sole 
instrument of restraint, has in some ways worked more strongly than many 
people expected; and for three months the economy appears to have been 
responding. But, even before the dock and rail strikes loomed up, no one 
could feel sure that the response was sufficient, and only a few wishful thinkers 
were so foolish as to suppose that the moment had come to relax the pressure. 
The process of correction is a continuing one, which begins slowly and gathers 
momentum. Except for the impact of the hire-purchase restrictions upon 
certain trades, most of the restraint exerted upon the excess of public demand 
so far has been of the indirect kind that is partly “‘ psychological ”’ and partly 
flows through the pressure upon the gilt-edged market (and upon the equity 
markets so long as they were affected). It is only now, as a note on page 325 
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explains, that the momentum has built up to the point at which the restraint 
should operate more directly, by impinging upon bank advances. Not until 
these several sources of restraint of domestic expenditure show their effects 
clearly in the trade returns can it be certain that the underlying disequilibrium 
is being corrected, or corrected sufficiently. The latest trade returns are 
encouraging, but they are not conclusive; and until conclusive evidence is 
available the only prudent assumption must be that much of the relief 
experienced by sterling and by the reserves has come from “ leads and lags ”” 
which are really capital transactions, non-recurring and even reversible. 

The burden of the rail stoppage therefore descends upon an economy that 
is in the very midst of the task of shaking itself free from the overload of 
demand that was weighing it down into external disequilibrium. Moreover, 
there is clearly a danger that the repercussions upon overseas opinion will 
cause a reversal of some of the capital transactions that have propped it up 
during the early phase of the adjustment. Some additional strain upon the 
balance of payments is inevitable, however successfully the Government may 
contrive to keep essential services and supplies flowing—if for no other reason 
than the impact upon export costs and delivery schedules. And if the stoppage 
goes so far as to cause any considerable enforced unemployment, the conse- 
quences may be very severe. The only offset then to the loss of production 
would be that provided by the sheer hardships thrust upon the domestic 
public—in terms of enforced abstinence from consumption. 

These are ominous possibilities that may not arise, and cannot in any case 
be evaluated at this stage. The speed with which emergency measures were 
brought into play has shown the Government to be fully seized of the magnitude 
and urgency of the problem. But it is easier for it to grapple with the emer- 
gency than to find a way to end the dispute. On at least two previous 
occasions Sir Winston Churchill's government had-shown itself to be des- 
perately anxious to avert a threatened stoppage at almost any cost—even 
though each successive concession made it the more certain that the issue 
would be joined sooner or later. Well-intentioned conciliation degenerated 
into weakness and short-sightedness, and now the whole community must pay 
the price. Tirmness might have succeeded on those earlier occasions, but 
now, despite some talk of the need for “ getting tough ’’, the only toughness 
that seems likely to avail is the toughness of the community in shouldering 
the burden until the unions concerned can voluntarily compose their differences 
or until an alienated public opinion forces them to do so. For this dispute, 
more clearly perhaps than any previous one of comparable significance, is far 
removed indeed from the relative simplicity of the old-fashioned struggle 
between employer and employees. 

There is perhaps some reason to hope that the election result itself may 
assist the process of conciliation, or at least the longer-term process of finding 
a way of avoiding disputes of this kind in future, since Labour is now in no 
doubt that its loss of ground owed much to the strikes and threats of strikes. 
Even on the level of party politics, a solution of this problem can be seen to 
be as much in the interests of the Opposition as of the Government. But 
the solution will require a complete re-thinking of the role and objectives of 
the trade unions, to adapt them to a world of full emplovment, and this 
re-thinking must come from within the movement. It can be helped and 
encouraged, but not imposed, from outside. 
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This, moreover, ‘is only one of a series of problems of adaptation to full 
employment for which neither of the major parties has yet found a complete 
solution. Most of these other problems, and indeed much of the problem of 
the strikes and inter-union rivalries, are facets of the problem of inflation. 
[t is surely beyond dispute that the policies of the past three and a half years 
have come nearer to a solution than those of the preceding phase, because 
the freeings of markets and the monetary and fiscal devices are means of 
correcting an excess of demand at its source instead of merely trying to hold 
it back behind the dams of physical control and rationing of various kinds. 
If the verdict of the electorate was a vote of confidence in the Conservative 
party instead of one of no confidence in the Labour party, it was undoubtedly 
a vote for the policy of economic freedom—not, perhaps, a conscious vote for 
the specific principles involved but at least a vote of approval of the results 
achieved, The Government is entitled to feel that it has a clear mandate to 
vo forward along this road. It has travelled further along it since 1951 than 
many people at first expected it to do; but now it has to learn that some of 
the most difficult parts of the route still lie ahead, and must be traversed if 
the free economy is to find its way to assured stability. 

There is some justice in the Opposition claim that the economic progress 
of these past three years has been aided by fortunate swings 1n the world econ- 
omy. The disinflation of 1951-52, partly contrived and partly imported, gave 
scope for the development of expansive policies for the ensuing two years. 
But this scope was used to the full, and some would say too fully, so that 
inflation soon resumed its creep, and was allowed to turn an external surplus 
into deficit and into the threat of much bigger deficit before any check at all 
was applied. And then, even before the real effects of the check had been 
seen, Mr. Butler injected his pre-election tax reliefs. We described this last 
month as his act of Tory faith, as indeed it was; but many people would say 
that he was simply taking a chance, and was leaving the economy with no 
safety-margin for contingencies—such as this grievous rail stoppage. 

All of this tends to suggest that Tory policy, though it selects the only 
promising instruments of control, is running into the same error as Labour 
policy in supposing that the objective of full employment has to be identified 
with brim-full employment, replete with maximum overtime. In such con- 
ditions difficulties in the balance of payments may perhaps be avoided so long 
as external market circumstances remain stable, or while the terms of trade 
are actually improving; but costs continue to rise and no margin 1s left for 
any adverse change in world circumstances—or even for the safe financing of 
the increased industrial investment that full employment and official stimull 
combine to set in motion. Recent policies suggest that the Government will 
always try to keep the economy running flat-out until the very moment 
when the dangers of its pace are imminent. Economic policy still has ta 
discover the point of optimum compromise between the goal of maximum 
employment in the short run and that of economic stability, which alone can 
ensure maximum employment and maximum standard of living in the long run. 

The policy of faith that inspired the last budget, which is in effect a policy 
of keeping a foot on the accelerator of demand in the hope that production 
will at least keep pace, is not inevitably, however, a policy of inflation. But 
if production is to expand sufficiently and in the right {pattern to avoid 
inflation it is imperative that the freeings of the economy should proceed 
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much further. Inefficient use of additional resources may be in the end as 
potent a source of inflationary pressure as insufficient production, and every 
subsidy and every price control—whether Government-imposed or privately 
contrived—is a source of such inefficiency. The problem of building a virile 
free economy is now the problem of getting rid of these distortions so far as 
possible. Aside from the whole complex of frictions inherent in the rigidities 
of the wages structure, these distortions now exist mainly in four major 
spheres, each of which presents peculiar political obstacles to change. The 
first of these is agriculture, which has become the recipient of subsidies on a 
scale never envisaged when the dismantling of the system of food subsidies 
began. The one incubus has been shaken off only to be replaced by another. 
The second big source of distortion is the whole system of rent control and 
subsidization of public housing. The third is the pre-emption of capital 
resources by the nationalized fuel and power industries, an arbitrary process 
that will presumably continue until the pricing policies of those industries can 
be brought into some conformity with the principles of free markets. The 
fourth is the whole range of price rings and monopolies in private industry 
and trade. 

These are the principal spheres in which specific action is needed if the 
Government's prescription for expansion and full employment by the agency 
of the competitive free economy is to be fully effective. There are, moreover, 
two more general lines of policy along which action is even more urgently 
needed for the same purpose. The first of these is the further freeing of the 
relationships of the economy to the world overseas. Here the problems are 
in some respects more intractable, because not all the factors are within 
Britain’s own control. Nearly all these problems centre in the issue of con- 
vertibility and non-discriminatory trading, which is too large a subject for 
discussion in this first broad survey of the way ahead. But unless the rail 
strike sets back Britain’s progress very drastically, it is certain that as soon 
as it has been solved the problem of convertibility will again loom to the 
fore. As was shown in a recent series of articles in THE BAN KER, sterling cannot 
be left much longer at its present halfway stage, and, paradoxically, any new 
threat to its stability might be the very means of urging it forward. 

The other urgently needed line of action is tax reform. The effectiveness 
and expansiveness of a free enterprise economy cannot be ensured merely by 
getting rid of the restraints upon the price mechanism and the market 
apparatus. The increasing scope for free enterprise will not in fact be fully 
used unless there is adequate incentive, nor will the resources of the com- 
munity be so deployed as to promote its optimum efficiency so long as their 
disposition is unduly influenced by such arbitrary fiscal devices as the dis- 
criminatory tax on distributed profits and the purchase tax. Thus, if the total 
weight of taxation cannot readily be reduced, it is the more important to re- 
apportion it so as to impose the least possible burden upon incentive and 
sound development. 

All these are problems of major proportions and difficulty, and only a 
government with a new mandate could be expected to tackle them. Now 
the Tory Government has its opportunity, and can plan ‘a programme of 
several years of building upon the foundation it has laid in these past three 
and a half years. It can do so with a majority sure enough for the purpose— 
but happily also small enough to keep its policies near the middle of the road. 
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Foreign Money and the Reserves 


been played by international movements of short-term capital in con- 

tributing to the recovery of sterling since the increase of Bank rate and 
the corresponding movement in market rates. These questions have even 
figured in the speeches, the more erudite and esoteric ones, of the electoral 
campaign that lies behind us. Mr. Hugh Gaitskell, in a speech that cannot 
have swung many votes, cited a statement by The Economist that the inflow 
of foreign money drawn to the London market by comparatively high money 
rates might have reached a total of {50 millions, and sought to deduce from 
this that the corrective effects of Bank rate policy must be written off as 
impermanent and even phoney. 

This issue has been discussed in a much more serious context, however, 
than that provided by an electoral campaign. If the pressure on sterling 
has, in fact, been relieved by a substantial influx of short-term money attracted 
by rate differentials, and if nothing else had been done to correct the basic 
weakness of sterling, the position would, in truth, have been made worse 
rather than better. The solution of the fundamental problem of the balance 
of payments would merely have been postponed and the magnitude of that 
problem would in fact have been increased by the piling of an additional 
cost of interest on foreign debt upon the burdens already weighing upon 
sterling. Moreover, the short-term borrowing would then have become the 
very means of allowing the current account to run into deficit. The nature 
of these relationships, and the particular réle played by the inflow of foreign 
money, therefore call for careful inquiry. 


Green played questions have recently been asked about the role that has 


INTEREST ARBITRAGE UNDER THE GOLD STANDARD 


It was always part of the classical theory of the gold standard that move- 
ments of short-term money in response to rate differentials would provide 
one of the factors, and certainly the most immediate of them all, in restoring 
any disturbed equilibrium in exchange rates. The slightest higgling of Bank 
rate would cause money to flood to or away from London. It used to be 
said in the days before 1914 that “a 7 per cent. Bank rate would draw gold 
from the North Pole and a Io per cent. Bank rate from the moon”. The 
immediate efficacy of these short-term movements of capital on the rate of 
exchange and, therefore, on international gold movements, was however 
explained by the fact that in those days short-term money moved in accordance 
with interest differentials but without seeking cover against exchange fluc- 
tuations. There were then no real exchange risks, since rates could move 
only within the narrow range limited at either end by the gold points. When 
money came from Amsterdam to London or went from London to New York 
because of the attraction of a somewhat higher level of interest rates, the 
movement was not normally covered in the forward exchange market because 
no one in his senses then feared that the pound, the guilder or the dollar 
might break away from its exchange parity—and, partly because of this 
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subsisting confidence, there was no organized forward exchange market in 
which such cover could have been secured. In those circumstances inter- 
national money moved freely without the need to cover the exchange risk 
that might be involved. The impact of such movements of international 
money on the exchanges was full and immediate, precisely because it was not 
cushioned by accompanying forward hedging operations. 

So far as the principal currencies were concerned, it was not until the 1920s 
that the exchange risk assumed any major significance. After World War I 
international capital movements no longer obeyed the calls of interest rate 
differentials but reflected the flight from depreciating or unsound currencies 
to those that commanded a greater measure of confidence. Movements of 
short-term capital in those days were no longer interest arbitrage but became 
the panic movements of refugee capital or speculative funds to which the 
term “hot money’ was applied. At that time therefore highly organized forward 
markets of exchange developed as a response to the newly-created demand for 
protection against exchange risks. 


MODERN NEED FOR EXCHANGE COVER 

In this period, too, side by side with the development of forward markets, 
there occurred the first scientific groping towards a theory of forward 
exchanges. It first took definite form in the mind of that ever forward- 
looking economist, then Mr. J. M. Keynes, who propounded the basis of an 
interest rate parity of forward exchanges. This he did in his /vact on Monetary 
Reform, published in 1923. There Keynes pointed out that in ideal equilibrium 
conditions the rates quoted in the forward markets should express the 
differential between short-term money rates in the two capitals concerned. 
If, forexample, the three months’ bill rate in New York was 2 per cent. and the 
comparable rate in London was 3 per cent., then three months’ sterling should 
be quoted in terms of dollars at such a discount as to represent a return of 
I per cent. per annum. 

The practical justification of this theory was fairly self-evident. It rested 
on the proposition that the natural higgling of the market would tend to 
establish forward rates at or near the “ parity ”’ point at which it was a matter 
of indifference in which centre, among the organized international markets, 
money was employed. In the conditions described above, an American bank 
could buy sterling, employ it in London for the same period as it would have 
been invested in New York, cover itself by a forward sale of sterling and 
come out about “‘evens’”’. If there were any “ outright’ or speculative 
selling of forward sterling against dollars from London, the British bank that 
contracted to deliver dollars to its customer in, say, three months’ time would 
cover itself and provide the “ counterpart ’’ by buying the dollars spot and 
would then employ them in New York for the three months; the basic rate 
it would charge for such an operation would therefore obviously be computed 
on the loss of interest that would have been earned on the sterling that was 
used in the spot purchase of dollars as compared with the interest that was 
earned by the dollars in New York. From this side, too, the rate would tend 
towards the interest parity. This theory and the divergences from it were 
more fully developed in Dr. Paul Einzig’s book on the Theory of Forward 
Exchange, dedicated to Keynes and published in 1937. This book revealed 
how powerful had been the intrusion of speculative anticipation in the structure 
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of forward exchange rates. If the devaluation of a currency is widely expected 
the niceties of the interest parities go by the board. 

How far can this theory and former practice be brought to bear on the 
sterling position to-day? The basic facts in the situation can be stated 
clearly and without controversy. In the first place, it is evident from experi- 
ence both in the foreign exchange market and in the money market that a 
considerable volume of foreign money has indeed been attracted to London 
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by the relatively high level of money rates since the increase of Bank rate to 
44 per cent. The estimate of around £50 millions may be fairly near the 
mark. No one, however, not even those most strategically poised at the Bank 
of England, could give an accurate estimate; movements in foreign assets held 
in such an international currency as sterling are determined by so many 
varied and often conflicting influences as to make it utterly impossible to 
isolate and measure those that are evoked by interest arbitrage alone. It is, 
however, evident from the business transacted by a number of firms in the 
discount market that a substantial amount of foreign money has during this 
period been invested in Treasury bills. 
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The origins of these funds have been diverse. Some American banking 
money has undoubtedly made its way to the London market. A still larger 
business appears to have been done on behalf of Canadian banks; in the 
normal course of their business these banks employ a substantial part of their 
liquid assets in the New York call money market and in bills in New York, 
funds that respond immediately to the attraction of the London differential. 
Even larger than the direct inflow of funds from North American banks and 
financial institutions has been the switch from short-term dollar to short- 
term sterling assets by Swiss, Dutch and other Continental institutions. 

It can also be stated that the whole of this money coming to London has 
been covered against exchange risks by appropriate operations in the forward 
market. The rates quoted in this forward market have closely approached 
the interest parity and have moved in accordance with this parity; but, as 
will be seen from the chart on page 337, since the beginning of this year 
there has been a fairly constant tendency to value forward sterling above its 
interest parity. The discount on forward sterling (which is, of course, shown in 
the chart as a premium on the forward dollar) has never been quite up to 
the figure at which it would have completely offset the interest differential 
between short-term rates quoted in New York and London. This suggests that 
there cannot have been any perceptible volume of speculative forward selling 


of sterling. On the contrary, there must have been some modest anticipatory 


buying of forward sterling in order to maintain the rate at a higher level than 
that indicated by the interest differential. It should be remembered, of course, 
that interest arbitrage will not take place unless there is some net margin of 
profit after allowing for the cost of the exchange cover. But the presumed 
anticipatory purchases have ensured that the net margin has remained 
attractive, and so, in their turn, have encouraged a further inflow of arbitrage 
funds. 

The important question now is how far this inflow of foreign funds has 
affected the level of the official reserves. The extent of this effect must 
depend upon the state of the forward market and the manner in which the 
forward exchange cover has been secured. But, even before analysing these 
procedures, it is safe to assert that the effect of this inflow of foreign money 
(even if it amounts to as much as £50 millions), whether on the spot rate for 
sterling or on the gold and dollar reserve, has been much smaller than some 
of the controversialists, including Mr. Gaitskell, have tried to make out. 


LIMITED EFFECT OF PRESENT INFLOW 

The inevitable procedure, when foreign money comes to London on account 
of a foreign bank, is for spot sterling to be bought and the money to be 
invested in bills (or call money). The foreign bank in question then covers 
its forward exchange, and usually does so with the same London institution. 
How in that event does the bank 1n London cover itself against its forward 
sales of dollars? In the majority of cases it does so by a spot transaction. 
It buvs the dollars spot and runs them against its forward sale, investing 
the dollars meanwhile in New York. If all incoming foreign balances were 
covered against sterling exchange risks in this way, the net effect on the 
spot rate and the gold and dollar reserves would be precisely nil, since every 
spot purchase of sterling would be matched by a spot purchase of dollars. 

Although most interest-arbitrage business thus has little or no effect on 
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the spot rate, that is not true of many other types. of transfers even when 
their purposes are purely financial. Nor is the flow of funds necessarily in the 
direction indicated by the opportunities for arbitrage; for example, while 
some Continental banks may be running down their dollar balances for this 
purpose, others may find’ it necessary to increase them for their working needs, 
in spite of the relatively low interest return obtainable. 

All this, of course, is quite aside from the broad. stream of genuine com- 
mercial demands that affect the forward markets as well as the spot. The 
main commercial forward demand for sterling comes from importers in the 
United States, Canada and American account countries who are buying 
sterling area commodities and who wish to cover their exchange risk forward. 
This demand is one of the most unstable of all the factors in the forward. 
market. It varies within very substantial limits in accordance with fluc- 
tuating confidence in sterling and opinions about its future behaviour. At 
about this time last year, for example, there was very heavy forward covering 
of sterling requirements. This was at a time when talk of convertibility and 
of widening the range of exchange fluctuations in the official market was very 
much in the air and when traders throughout the world expected that if the 
margins were widened sterling would immediately appreciate to its new upper 
gold point. This led to an abnormally heavy covering of forward sterling 
requirements; indeed, at one moment the movement ceased to be commercial 
in character and became frankly speculative. 

It was anticipatory forward covering of this nature that was so largely 
responsible for the exceptional growth of the gold and dollar reserve in the spring 
and early summer of last year. It was not interest arbitrage that was at 
work but the expectation of convertibility at a floating and probably higher 
rate. At that time the banks that were meeting this demand by contracting 
forward to deliver sterling against dollars were covering themselves not by a 
corresponding forward sale of dollars but by a spot purchase of sterling, in 
order to secure the net interest profit offered by employing sterling in the 
London market until such time as delivery had to be made under the forward 
contract. If to-day there were this big semi-commercial, semi-speculative 
forward demand for sterling, the margin offered by the interest differential 
would certainly cause a strengthening of the reserve. In those circumstances 
the spot purchases of sterling for investment on short-term here would not 
be matched, as they are now, by spot purchases of dollars to cover the forward 
sales of sterling. 

The balance would be altered, however, if the Exchange Equalization 
Account entered the forward market and itself provided the forward cover in 
respect of the inflow of foreign funds attracted by relatively high money rates. 
If the authorities undertook to sell the forward dollars the result would be 
that the spot purchases of sterling by foreign banks would help to build up 
the dollars actually held in the central reserve; and as the amount of the 
reserves is always published on a “ cash-accounting "’ basis, the Exchange 
Account’s forward dollar commitments would be quite unrevealed. Such a 
course would give a decidedly distorted view of the true state of the reserves. 
It can, however, be taken for granted that such “ cooking ’”’ of the figures is 
not perpetrated. The Exchange Equalization Account does, of course, operate 
in the forward market just as it does in the spot market. But its function in 
both is to help the market, to give it substance and confidence. It does not 
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on balance take substantial positions either way, and though it may at times 
intervene on a substantial scale to offset what it knows to be speculative 
operations, its aim is to avoid distortion of the true position. Its main 
intrusion in the forward exchange market has been to provide facilities for 
abnormally long-term cover, which the normal mechanism of the market 
would not handle. For example, British engineering firms have recently 
secured large and long-term contracts in the United States involving the con- 
struction of generators and other plant, dollar payment for which might be 
stretched over a period of three years. These firms have gone into the market 
to sell their dollars for periods up to three years ahead. The Bank of England, 
acting for the Exchange Equalization Account, may have intervened in that 
kind of operation. But it is interesting to note that the open market, with 
the knowledge that the Bank of England is there ready to provide such 
facilities, has in recent months been more and more ready to transact long 
business itself. 

The effects on the reserves of the recent flow of funds to London have thus 
been small. The kind of short-term capital movements that have a really big 
(though not lasting) influence are those that emanate from changes in confidence, 
which alter the timing of payments and of covering purchases. This factor 
favoured the rate for sterling and the gold and dollar reserve in the early 
part of last year. Thereafter, from about the autumn onwards, the running 
down of this semi-commercial, semi-speculative position pulled the other 
way; and it continued to do so until a few weeks ago. At present this par- 
ticular lever appears to be in neutral gear; its neutrality reflects the relativelv 
low level of anticipatory demand for sterling. Any real evidence that the 
balance of payments difficulties were yielding to the orthodox measures devised 
to deal with them—and especially any belief that sterling was in consequence 
again moving perceptibly towards convertibility and perhaps on the basis of a 
floating rate—might quickly lead to another rush to buy, and to anticipate 
sterling commitments. The “ technical ’’ position of sterling, in this sense, is 
strong. 

This discussion of the effect of differential money rates has focused upon 
only one side of the account, namely, the attraction to London of foreign 
funds drawn here by relatively high short-term rates. One should not, 
however, ignore the other side of the account, namely, the repellent effect of 
dear money on foreign borrowing in the London market. The power of a 
high Bank rate to attract gold to London in the olden days was due not only 
to the attraction of foreign money but to the encouragement that high interest 
rates gave to the repayment of debt by foreign merchants to their London 
bankers. All the evidence suggests that this factor has been powerfully at 
work in the last few weeks. London has, in effect, become the dearest money 
market in the Western world. A number of foreign cash and acceptance 
credits have already been repaid, others will be running off in the near future 
and alternative facilities are being found in Amsterdam, Zurich, New York 
and elsewhere. No forward operations veil or neutralize this particular 
reinforcement of the gold and dollar reserve and of the United Kingdom's 
position with the European Payments Union. It seems probable, indeed, 
that the impact of this factor on sterling exchange and upon the reserves has 
been many times greater than the net effect of the positive attraction of 
new foreign short-term money to London. 
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Banques d’ Affaires for Britain ? 


are or are not appropriate for the big banks has been set afoot in the 

past few weeks—and was touched off in the ordinarily sedate calm of an 
annual general meeting of the Institute of Bankers, by the President of the 
Institute himself. Should the bankers look afresh at the classical tenets of 
British deposit banking ? Having done so, should they cross the line that 
divides their kind of banking from the traditionally forbidden territory of 
industrial and participation banking of the kind widely practised on the 
Continent ? Should they deliberately undertake long-term financing, carry 
industrial securities and even equities in their portfolios, and take a hand in 
the new issue business ? 

Not for many years have matters so far-reaching and so controversial 
been raised from this platform—not, perhaps, since the early years of the 
Institute when the very principles of orthodoxy that are now called in question 
were being threshed out in fierce debate. If this were a portent—as it just 
conceivably could be—that the Institute might recover something of its early 
flavour, might become again a forum for vigorous discussion between the 
great personalities of the banking world, it would be a welcome sign indeed. 
There is, moreover, a piquancy in this situation that goes beyond the sharpness 
of the issues themselves. Not since 1912 has the Institute's presidential 
chair been filled—as it has been in the past year and by last month’s re-election 
will be this year—by a merchant banker. Sir George Erskine, a managing 
director of Morgan, Grenfell & Co. Ltd., brings to these problems a point of 
view and an experience that are very different from those of the deposit banker. 
On the one hand, he can speak with special knowledge about industry’s long- 
term financing and about the new issue market; on the other hand, it is easier 
for him than it ever could be for most deposit bankers to question the principles 
that they observe—and were taught at one time to regard as sacrosanct. 
That is both the strength and the weakness of this different point of view. 


A MAJOR controversy about banking principles and the functions that 











PROBLEM OF RISK CAPITAL—IHEN AND NoW 


It should be said at once that although Sir George’s address had this 
special piquancy, his arguments were not dogmatically aggressive, and the 
matters of major controversy upon which everyone has naturally seized 
occupied only a small part at the end of his thesis. They were the cul- 
minating suggestions, put forward as tentative possibilities for discussion, 
that flowed from a long analysis designed to promote more active and 
untrammelled thought about one of the major economic problems that must 
confront a fully-employed, welfare, economy—the problem of ensuring an 
adequate flow of savings, and of savings of the particular kinds that a 
developing economy must have. Whether or not Sir George's particular 
banking suggestions are acceptable to his brother-bankers, he has done real 
service to the community, as well as to them, by bringing the whole problem 
into the forefront of banking discussion. 

Much of his analysis was not, indeed, in any way novel. A large part of 
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it will be already familiar to readers of THE BANKER who recall the early post- 
war discussions of the future of the Stock Exchange, of the problem of savings 
in a regime of Crippsian disinflation and dividend limitation, and the subse- 
quent series of statistical analyses of the ownership of securities and the 
decline of the private investor. In the past five years the broad shape of the 
problem of savings in a welfare economy has become widely understood, and 
quite recently portions of the picture have been filled in by specific pieces of 
research, several of them by official statisticians. 

The first part of Sir George’s address was a workmanlike summary of all 
this material and argument, prefaced by the assumption that the “ second 
industrial revolution ’’ now beginning will require a particularly high rate of 
new capital investment. Sir George expects this development to be principally 
in the hands of large undertakings, as indeed the most massive projects and 
long-sustained research must tend to be. Small and medium-sized concerns 
“will not quickly disappear ’’ but the “ private inventor ... is nearly 
extinct ’’. Despite these assumptions, Sir George concludes that industry 
will require just as much of its long-term finance in the form of risk capital 
as before, but the returns from this capital may be more stable. Yet the 
supply of risk capital tends to contract, principally because personal savings, 
instead of accumulating in a relatively small number of large hands, accumulate 
in a large number of small hands, and flow from them mostly to the institutions 
that traditionally did not invest in industrial securities and that are not natural 
risk-takers in any Case. 

This is the familiar argument, which need not be recited in detail here. 
Many, including THE BANKER, who drew extremely pessimistic conclusions 
from this general line of reasoning five years or more ago, have lately felt that 
this pessimism may deserve some dilution. For some time now it has seemed 
at least a fair possibility that the earlier judgments may have been influenced 
overmuch by experience during the extreme abnormalities of the early post- 
war years, when long pent-up demands and intense appetites created an 
inflationary impetus and a distortion of much greater severity than is likely 
to be associated with “ normal ”’ conditions of full employment. The experi- 
ence of the past three years has seemed to confirm this necessary revision of 
the first conclusions, for the economy has developed a resilience and in some 
respects a return towards former savings habits to an extent that few people 
had envisaged or hoped for in so short a time—or even ever expected to see 
again. This is not to say, of course, that the original arguments ought now 
to be withdrawn, and that there is no longer any real problem of insufficient 
risk capital (as distinct from the problem of insufficient industrial investment). 
The underlying drift remains, but the ultimate danger point looks further 
away than it did some years ago. 

Sir George Erskine is more pessimistic than this. He argues that the 
underlying deterioration is more serious than can be judged merely from the 
experience of the post-war years. One reason he gives for this is the familiar 
one, which operated in the early but not the latest years, that nationalization 
gave fixed-interest stocks to people who formerly held industrial equities, and 
so increased demand for industrials in the market. A more significant point 
is that a high proportion of British savings has been reserved for investment 
at home, whereas in future Britain’s commitments and promises may require 
a larger portion to flow overseas. Again, the increasing participation of 
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insurance funds in industrial securities has arisen principally from a redressing 
of the distortion caused in portfolios by the canalization of funds into Govern- 
ment securities during the war. Sir George seems to think that the insurance 
companies will not want their proportion of industrial investments to be 
much higher than it was before the war, and they are nearing that propor- 
tion now. 

For these and other reasons he concludes that the problem of risk capital 
is likely to worsen in future, perhaps quite rapidly. He does not think that 
personal tax relief would provide any “‘ complete and easy ”’ solution, but he 
does advocate an extension of special relief for personal income that is saved 
(by analogy with life assurance reliefs) as well as a dropping of the dis- 
crimination that favours saving by companies (through the high tax on 
distributed profits). Sir George agrees with the cogent line of arguments put 
forward on separate occasions within the past few months by both Sir Oscar 
Hobson and Lord Kennet: that the point at which resources are carned is not 
necessarily the point at which, in the interests of the community, they can 
be most beneficially used; and that the result-of this system is to impair the 
efficiency of the economy by imparting to it an artificial rigidity. A removal 
of these and similar fiscal distortions would notably ease the capital problem, 
but in his opinion would not suffice to solve it. 

In Sir George’s judgment, the solution may require big changes in insti- 
tutional practice, and that is where the real controversy begins. He first 
takes a shot at the Post Office Savings Bank, suggesting that the National 
Debt Commissioners should be authorized to employ part of the savings 
funds in industrial debentures and preference stocks, and a further snipe at 
the Treasury for not implementing the Nathan Committee’s proposals for a 
widening of the range of trustee securities. Then the guns are switched to 
the deposit banks for a full broadside. 


THE PROFITABLE SIDELINE ? 

The banks, Sir George says, are the only financial institutions not already 
concerned with long-term industrial finance that have the necessary organiza- 
tion and connections, and resources on a large enough scale, to cope with the 
‘emerging shortage ’’’. Industrial financing on a substantial scale could be a 
sideline to their traditional “ bread-and-butter ”’ lines. The implication is 
that the sideline would provide jam; and indeed Sir George argues that the 
banks ought to regard such ventures as the means of making good the inroads 
caused into their earning capacity by the steep decline in industry’s demand 
for bank advances over the past quarter-century, and by the growth in banking 
costs. He therefore asks the banks to consider, when need arises, the possi- 
bility of undertaking sub-underwriting of industrial issues. 


For the private sector of industry the banks might act as the Government 
departments do for issues by nationalized industries—that is, take up any 
slack at the time of issue, carry it for a period and peddle it out later at 
an appropriate moment. 
Again, the banks might make advances to investors (including institutions) 
who are taking up securities, and might explore the American system of bank 


finance for brokers and dealers. 
More radical still is the suggestion that the scope of bank advances should 
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be extended to permit deliberate fixed-term loans, which might be matched 
by the taking of long-term deposits and even by the issue of bonds, on the 
Swiss model. And, finally, could not the banks include some industrial 
debentures and preference stocks—and even equities—in their investment 
portfolios ° 

The classical literature of banking abounds with copybook maxims that 
give the retort to every one of these suggestions (though Sir George implied 
that to some extent respect for these maxims may rest upon “ custom, 
prejudice or inertia ’’). Precisely because orthodoxy gives so quick an answer 
it is not proposed to rush into any answers at all in this article. Questions 
of this kind, especially when raised in this way, deserve more than a facile 
reply. The earlier analyses of the capital problem in THE BANKER had 
indeed hinted that thinking along some of these lines might eventually be 
required of the banks if the problem developed as fast and as ominously as 
then seemed probable. But it still seemed that if the need developed it was 
likely to be met more by change in insurance investment practice rather than 
in banking practice, and that if one or the other were required, the insurance 
change would be the more practicable and the less revolutionary. 

But this whole problem cannot be passed on from one group of institutions 
to another—whether from the merchant banks to the deposit banks, or from 
the banks to the insurance offices. It is a joint responsibility, and a big 
challenge, for the City’s financial institutions as a whole. Perhaps at last the 
major units will get together and do what should have been done ten or at 
least five years ago—establish a joint research unit, small but expertly staffed, 
to study continuously the capital market and associated problems that will 
inexorably determine in the end the shape and functions of their several 
activities ten, twenty or thirty years ahead. 





British Banks in Town and Country 
An Artist’s Sketchbook 


By Geoffrey S. Fletcher 


'HIS pleasing branch of the National Provincial Bank in Folkestone is 

typical of many a small English bank built in the straightforward 

Classical style; another example of the same simple dignified treatment 
was provided by the Kidderminster branch of Lloyds Bank featured in this 
sketchbook in September last. This month’s building is, moreover, well in 
harmony with the other buildings in the Sandgate Road, for this part of the 
town dates mainly from the middle of the nineteenth century, when the harbour 
and the railways were enlarged. The pace of new building at that time is 
reflected in the assertion by Dickens, who was in the habit of staying here, 
that the town smelt of mortar. But the hilly, older part of the town around 
the harbour to this day maintains a distinct and separate air. 

The question of a revival of the grandeur of the Classical style has been 
raised recently by Professor Richardson’s plan for the City of London. The 
great banking foundations have consistently used Palladian and other Renais- 
sance styles for their banks of all sizes and importance, displaying in many 
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National Provincial Bank, Folkestone 





cases the Classical idiom at its best. If some of the results are not exactly 
exciting, they are certainly not offensive. It now seems, however, that this 
phase may be ending and a greater degree of venturesomeness creeping in— 
as was displayed in the modern design featured in our sketchbook last month. 
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Rising Output and its Sources 
The Medium-term Prospect 


By J. E. Hartshorn 


since the war were brandished on both sides of last month’s election in 

attempts to demonstrate how successfully this politician or that could 
persuade other people to work. It was not difficult to draw some quite 
impressive curves; politics aside, the production record in Britain since the 
war is a fairly creditable one. The economy changed back into its civilian 
job without much waste of effort, and since then has gone ahead steadily. 
Following this hardly interrupted period of economic expansion, the electorate 
has chosen the party that put most emphasis on an expansionist policy. Sucha 
policy inevitably assumes that the economy can go on doing roughly what it 
has been doing. How far is that assumption justified ? Some special factors, 
clearly, have assisted the post-war growth of output in the British economy. 
To what extent can they be counted on to support continued expansion ? 


Gaines the of output and productivity over carefully-chosen periods 


THE POST-WAR ACHIEVEMENT 


First, the bare record. Total output in the economy—the gross domestic 
product, valued at constant prices—appears to have risen by about 32 per 
cent. since 1946. It is about 20 per cent. higher than in 1948, the first 
“demobilized ” year, upon which most current economic series are based. 
As Table I shows, the largest contribution to this expansion has come from 
industrial output. The official production index has risen by about’ 48 per 
cent. since 1946, and by about 29 per cent. since 1948. In the non-industrial 


TABLE I 
INDICES OF OUTPUTZgAND PRODUCTIVITY SINCE THE WAR 
(1948 = 100) 
1946 1949 1950 1951 1952 1953 1954 
Gross domestic product .. - - gI 104 107 III 110 115 120 
Numbers employed a ee o. gI 100 IOI 102 102 103 104 
Output per head .. se ‘0 - 99 103 105 108 108 I12 115 
Industrial output .. _ - - 87 106 114 117 114 121 129 
Industrial employment .. ad - 93 102 103 106 105 106 108 
Output per head in industry ... 94 105 110 III 118 114 119 


sectors of the economy, output seems to have risen less. The “ output ”’ of 
transport has probably risen in about the same proportion as the national 
income, and that of agriculture perhaps more; but activity in the other service 
trades and commerce, measured by “ value added ”’ at constant prices, has 
increased by only about half as much. 

It is extremely difficult to compare output before and since the war; 





ot en bee) feed feed «YU led Fd + Ob. 


_ ~*~ AS 








RISING OUTPUT AND ITS SOURCES 347 





different methods of “ linking ’”’ the statistics give conflicting answers. On 
one basis of calculation, the gross domestic product at constant prices seems 
to have risen by about 40 per cent. between 1938 and.1954; by another, the 
rise looks to be no more than about 25 per cent. Different methods of com- 
paring production within industry are in rather better agreement: in the 
industries covered by the official index, output last year seems to have been 
about half as high again as in 1938. 

A good deal of that increase in output has come simply from putting more 
hands to work. The British population has increased—from about 47.8 
millions in 1938 to about 50.8 millions last year—and rather more of the 
population are going out to work. Unfortunately, it is impossible to make 
an absolute comparison of the numbers working in Britain then and now ; 


TABLE II 
SHIFTS IN BRITAIN’S WORKING POPULATION SINCE 1939 
(Thousands) 


Change 
Mid- Mid-1948 Mid- between March, 
1939 Old New 1954 1939 and 1955 
Basis Basis 1954 

Total working population .. 19,750 20,274 22,780 23,667 +1,4I1 23,803 
Defence (incl. release leave) “a 480 938 938 845 + 365 830 
Unemployed - a a 1,270 272 282 230 —1,050 257 
Total in civil employment .- 18,000 19,004 21,569 22,604 | 2,099 22,734 
Agriculture, forestry, fishing .. 950 1,12 1,178 1074 + £469 1,022 
Mining and quarrying... ‘a 873 839 876 867 - 43 868 
Manufacturing... kc fa 6,815 7,250 8,137 8,976 +1,274 9,210 
Building and contracting on 1,310 1,375 1,450 1453 + 68 1,428 
Gas, electricity, water... - 242 275 321 373 +t OU 379 
Transport and communication 1,233 1,472 1,787 1,715 + 167 1,700 
Distribution : - v 2,887 2,354 2,484 2,743 — 274 2,767 
Professional and financial services 2,225 2,157 3,954 4,077 + 55 4,048 
Public administration 1,405 2,219 1,382 1,326 + 698 1,312 


for in 1948, when social insurance was extended to cover the whole working 
population, the basis of labour statistics changed considerably. In Table II 
an approximate measure of the main changes is attempted by combining the 
change from 1939 to 1948 shown on the old series with the change from 1948 
to 1954 on the new basis. 

By this measure, the working population last June, some 23,700,000, 
looks to have represented an increase of nearly 14 millions over the mid-1939 
level. But in these statistics “ working population’”’ includes the unem- 
ployed, and there are a million fewer out of work than there were in 1939. 
Even though the armed forces are still nearly double their size in that pre-war 
year, this has allowed an increment of more than 2 millions to the number 
of people in civil employment in Britain. In manufacturing alone there has 
been a rise of about 1} millions in the fifteen years—and more than half of 
that increase, it is significant to note, has occurred since 1948. 


PrRopucTIVITY LESS IMPRESSIVE 


The post-war increase in productivity, therefore, has been less impressive 
than the rise in production itself. The indices of “ crude productivity ”’ in 
Table I, obtained by dividing the increase in output by that in employment, 
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suggest an increase in total output per worker throughout the economy of 
about 15 per cent. since 1948. In industry, the corresponding rise has been 
about I9 per cent. in output per man-year. However, in a wide sample of 
industries the hours worked weekly have been rising since 1948. Output per 
man-hour in industry, if manufacturing is typical, appears to have risen a 
good deal less than output per man-year—perhaps by 16 per cent. over the 
SIX years. 

How do these increases in output and productivity since the war compare 
with expansion in the British economy during earlier periods? Some very 
tentative estimates have been made of long-term changes both in national 
income and in industrial output. For what they are worth, they suggest that 
in the first fifty years of this century national output, in real terms, may have 
roughly doubled; and that industrial production in 1950 was approaching 
three times the 1900 level. 

To compare those orders of increase with the expansion achieved over the 
short post-war period it is best to express all the measures in terms of average 


TABLE III 
EMPLOYMENT, OUTPUT, AND PRODUCTIVITY IN BRITISH INDUSTRIES, 1954 
EMPLOYMENT PRODUC- OuTPUT 
TION PER HEAD 
June, 1954 1954 Average 
As a of 
Thousands June, 1945 (1948 = 100) 
Mining .. _ is Ki * 867 Q9 110 [il 
Building - a ‘“ rs 1,453 L100 111 111 
Gas, electricity, water ‘4 - 373 116 142 [23 
Manufacturing .a - se 5,970 [10 132 120 
of which: 
Chemicals. . - - oe 500 114 166 140 
Iron and steel... - - 430 [Ol [25 124 
Non-ferrous metals 2 ” 115 115 117 102 
Engineering, etc. 1,957 110 133 125 
Vehicles ei ike 1,142 122 155 127 
Precision instruments, etc. - 138 109 123 113 
Other metal goods _ ‘a 491 9s 113 [15 
Textiles... ” ie se 9385 107 115 110 
Leather .. - - - 72 G2 gO 104 
Clothing .. Ee - es 640 107 114 107 
Food and drink .. v ea 863 119 116 gs 
Wood and cork .. i 4 295 [04 144 139 
Paper and printing Ke ~ 531 [15 155 135 


compound increase. For total output in the economy, the post-war rise has 
been about 3 per cent. yearly since 1948, against only about I per cent. yearly 
between 1900 and 1950; for industrial output, about 44 per cent. yearly 
between 1948 and 1954 against about 2 per cent. yearly over the half-century. 
These increases have, of course, been attributable in part to the increase in 
population. Such calculations of productivity as can be inferred—for industry 
alone—suggest that output per man-hour, which between 1948 and 1954 rose 
by rather less than 3 per cent. per year, may have risen by about r$ per cent. 
over the first half of the century. The record of the post-war years seems at 
least to show a markedly greater rate of increase than has been achieved over 
the long earlier period. 

The convenient arithmetic that makes output a straight function of “‘ man- 
power times productivity ”’ is, of course, over-simple. Changes take place in 
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the “ quality ’’ of manpower, as, for example, in the age and sex composition 
of the labour force and in its training; these, however, baffle statistical 
measurement. Shifts of labour between different industries can obviously 
have an effect upon total output and productivity. Theoretically, labour 
should flow into industries where higher productivity is attainable; over the 
post-war period, as Table III shows, this does broadly seem to have been 
happening, the shift into manufacturing industry as a whole and into the 
metal-using industries in particular being the most marked examples. It is 
interesting to note from this table that heavily capitalized industries such as 
chemicals, where huge increases in productivity have been achieved by the 
introduction of ever more labour-saving equipment, are nevertheless still con- 
tinuing to take on yet more men. 

The other main determinant of productivity besides the distribution of 
manpower is the rate of investment in capital equipment. Ideally, one would 
like to be able to measure “ capacity ’’, the stock of productive capital, in 
terms of what can physically be produced; in practice, that is hopelessly 
impossible. There are official statistics of gross investment in fixed capital 
each year. From these it is possible to calculate the theoretical “ stock of 
capital ’’ in the economy, and by subtracting a realistic estimate of deprecia- 
tion, to reach some measure of the change in the “ net ”’ stock of capital. 

Some indications of the way this “ net ”’ stock of productive capital may 
have changed are given in Table IV, based mainly upon the calculations of net 
investment made recently by Mr. Philip Redfern. These are calculations in 
terms of value, corrected for price changes, and their limitations as an indi- 
cation of changes in available capacity are huge. They do suggest, however, 
that the productive capacity of the economy, in terms of amount and age of 
plant, has grown fairly steadily in the post-war period; though capital employed 
per head of the labour force, by this yardstick, may have reached its pre-war 
level only during the past two years. 


CAN THE RISE CONTINUE ? 

The factors analysed above might be called the “ internal ”’ determinants 
of output. The external determinants, in normal times at least, are the 
extent and pattern of demand in the economy. In the long run, these will 
dictate shifts of manpower between industries, and the extent to which 
industry finds it profitable to invest in increasing productivity; in the very 
long run, demand will affect the supply of skill, and may even influence the 
supply of manpower, though that is stretching the argument. In Britain 
to-day, however, the question is whether supply can match the likely increases 
in demand: in the next few years, before any radical changes can be induced 
by demand, can production increase as much as it has done recently ? The 
Government's confidence in expansion, it is fair to say, seems to be based 
upon the belief that it can. 

How much is the labour force likely to go on growing? Officially, the 
expectation was that there would be a net increase of about 55,000 people a 
year from 1953 until 1960, after which the increase might become somewhat 
smaller as the number of old people in the population increased. In 1954 
that proved far too pessimistic; the working population rose by 275,000, not 
55,000, apparently because old people postponed their retirement and more 
women went out to work. In the first three months of this year, once again, 
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civil employment rose by about 20,000 people. It would be ridiculous to 
question the long-term conclusion that the labour force must level off, but 
this levelling off might well come at a slightly higher level than was assumed 
in those official predictions of 1953. Last year, with some decrease in the 
unemployed and the armed services, an increase of 2 per cent. was achieved 
in the industrial labour force. It may be that continuing redeployment and 
the trickle of extra manpower can offer another I per cent. rise in industrial 
labour this year, but it would not be prudent to expect as much in 1956 or 
later years. 

Such expectations take it for granted that the extra labour will all go into 
industry, and that industry may continue to attract a little labour from 
agriculture, the services and commerce. It is only as regards industry, 
incidentally, that conjecture is really worth while; too little is known of 
productivity in the non-industrial sector of the economy to permit of extra- 
polation there. This year, there may still be some benefits accruing from last 
year’s shift into the metal-using industries, where productivity is high and 
rising. But a continued shift into manufacturing on the scale that has taken 
place since 1948 is hardly likely. Over the longer run, a rising standard of 
living is generally associated with a growth of the “ tertiary ’”’ services and 
trades, where productivity tends to increase more slowly—though current 
technical possibilities offer even greater opportunities for saving labour in the 
office, warehouse, and shop than in the factory. 

Most of the new investment that can affect industrial production this year 
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‘| would suggest shares in the 
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must have been set in motion last year at the latest—and the indications of 
factory expansion and machine-tool orders suggest that this investment 
maturing in industry may be higher than in any year since the war. Over the 
next few years, certain of Britain’s major industries are committed to heavy 
investment programmes to increase capacity—the nationalized fuel and trans- 
port industries, steel, chemicals, and the motor industry with its ancillary 
suppliers. Some questions still remain about whether the capital goods 
industries will themselves have the capacity to furnish all the extra plant and 
equipment required; and there are one or two other industries where the rate 
of investment is levelling out, such as oil refining. 

Combining these prospects, what inferences can be drawn for industrial 
output this year, which is already about 3 per cent. higher, allowing for 
seasonal factors, than the average of 1954? A rise of perhaps I per cent. in 





TABLE IV 
GROWTH OF “ PRODUCTIVE ” CAPITAL, EMPLOYMENT, AND OUTPUT, 1938-54 
(1948 = 100) 
1935 1947 1949 1950 1951 1952 1953 1954 
‘“ Net ’ fixed capital, excluding 


housing ‘4 i 105 98 103 107 110 II2 115 118 
Working population .. es 94 98 100 10! 102 102 103 104 
Capital per employee .. - 112 100 103 106 108 110 112 113 
Gross domestic product os 87 94 104 107 111 110 115 120 


industrial employment is on the cards; the shift of labour between industries 
may not have as much to contribute; investment, in terms of capacity, should 
contribute more. An increase of productivity comparable with last year’s 
4 per cent. certainly seems possible, which would offer a rise of perhaps 5 per 
cent. in industrial output. . But to match last year’s increase of 64 per cent. 
in industrial output would probably require a larger “ windfall” of extra 
labour than the country is likely to get. 

Over the next two or three years, it would certainly not be prudent to 
expect even as much as a I per cent. annual increase in industrial manpower. 
In this medium term, too, adverse trends may hit production in some major 
manufacturing industries, such as cotton. On the other hand, some of the 
newer industries—aircraft, electronics, certain types of electrical manufac- 
turing—have prospects of marked expansion; and the consequent transfers of 
men and other resources could bring a net benefit in productivity. 

Investment is likely to continue at a high level so long as industrialists 
remain confident, politically as well as economically. And not only the 
apparent excess of gross investment over the needs of replacement goes to 
increase productivity. Because of technical changes, every item of equipment 
put in, for replacement or expansion, tends to increase efficiency. Further, 
it is perhaps not too much to hope for some slight bonus of productivity from 
the current preoccupation in industry with scientific management and work 
study. During the next few years, an increase in industrial productivity of 
perhaps 3 per cent. annually may perhaps be attainable; this is on a par with 
the recent increase in output per man-hour, since there can hardly be a further 
increase in the working week. With the slight increase likely in manpower, 
actual industrial output might increase at a rather higher rate than that over 
the next three or four years. Beyond that medium term, confidence in demand 
will set the pace of investment, and investment the pace of productivity. 
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Monetary Policy and Australia’s Deficit 
By J. O. N. Perkins 


CANBERRA, May 10 


HE deterioration in Australia’s external finances that has taken place in 
Tine past year has once again brought to the fore the problem of lessening 

the extraordinary fluctuations in the Commonwealth’s balance of pay- 
ments. Those fluctuations have caused grave disturbance and embarrassment 
not only to the Australian economy itself but also to the sterling area as a 
whole. The recent deterioration has not been large in comparison with the 
swing-round experienced in the years of the Korean boom and its aftermath; 
nevertheless, by early May it had involved the running down of the Common- 
wealth’s London balances by £A 167 millions from the peak of £A 543 millions 
reached in March, 1953, and in the six months to December 31, 1954 alone 
had transformed a surplus in the balance of payments of {A 54.3 millions in 
the second half of 1953 to a deficit of £A 96.3 millions. 

The measure of the resultant pressure on sterling was such that Britain and 
other members of the sterling area could only welcome Australia’s decision 
to make a fairly drastic tightening in import controls from April 1.* But 
this second experience within three years of acute pressure from Australia 
on the central gold reserves, followed by a major contraction in the Australian 
market, has naturally made these countries especially anxious to see whether 
disturbances of this order can be avoided in the future. In particular, it is 
being asked whether Australia might not emulate its partners by making 
greater use of a more positive and flexible monetary policy to this end. 


DILEMMA OF THE COMMONWEALTH BANK 


Australia could, assuredly, modify the fluctuations in its external accounts 
by wielding its existing monetary weapons more frequently and by evolving 
new and more effective techniques of control. But there are special factors 
in Australia that work against any exclusive reliance on monetary policy as 
an external regulator. In the first place, Australia’s exports are subject to 
severe fluctuations—probably as severe as those of any economy enjoying a 
comparable standard of living and equipped with a comparable degree of 
secondary industry. Around one-half of export proceeds are normally derived 
from wool (a commodity notorious for its price fluctuations) and the greater 
portion of the remainder comes from exports of foodstuffs (which are, of 
course, vulnerable to the vagaries of climate as well as of world demand). 
And on the other side of the account, the length of the “ pipeline ’’ through 
which most of Australia’s imports have to travel means that disinflationary 
pressure—or indeed any other sanction on Australian importers—has its 
effect on landed imports only after a time lag running into some months. 

Australia’s high dependence upon overseas trade, moreover, means that 





* The deterioration in Australia’s trade and payments accounts was discussed in the context 
of the recent strain on sterling from all sources in an article entitled “‘ Danger from the Sterling 
Area ’’’ in the April issue of THE BANKER.—Eb. 
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swings in the external balance have a particularly strong automatic effect on 
bank credit and national income—and, after some lag, also of course on 
imports. In order to carry out its policy of maintaining internal stability, 
the Commonwealth Bank consequently feels the need to shield the banking 
system from the worst of these automatic forces, and accordingly may actually 
bolster banking liquidity in times of external deficit and reduce it in times of 
external surplus. The dilemma of the monetary authorities in attempting to 
ride the twin horses of internal and external equilibrium is the greater on 
account of the import time lag—and the impossibility of forecasting how far 
conditions will have changed by the time their policies take effect. In addition, 
there are the usual difficulties of applying orthodox monetary weapons in an 
economy with only a narrow capital market and without a tradition on the 
part of the banks of close adherence to a definite liquidity ratio. 

The main instrument of central banking control in Australia is in fact 
neither that of open market operations nor of frequent resort to changes in 
money rates. Control is now centred in the “ freezing’ of reserves in 
special accounts, a system originated during the war. By calling to these 
accounts a large part of the increase of the trading banks’ reserves stemming 
from the surpluses accruing on external payments, the normal pyramid ex- 
pansion of the credit base was avoided. The weapon was retained in a modified 
form after the end of the war, and has been effectively used to iron out some 
of the internal effects of the large fluctuations in export receipts and, in the 
earlier post-war years, of the varying availability of imports. By reducing 
effective reserves in times such as the post-Korean wool boom and expanding 
banking liquidity in periods of external strain on bank reserves (such as 
in 1951-52), the special accounts system has been a moderately effective internal 
stabilizer—though it has, of course, in exactly corresponding measure served 
to intensify the originating unbalance in external accounts. 

The recent disturbance in Australia’s trade and finances occurred after a 
vear or so of stability, if somewhat uneasy stability. Advances pursued a 
fairly steady upward course after June, 1953, at roughly the rate obtaining 
before the fluctuations of 1950-52 and more or less in step with the rise in 
population and in production. On external account, the year to mid-1954 
was one of approximate balance, though as import restrictions were relaxed 
a deficit emerged in the second half of the year. By the end of April the adverse 
balance on visible trade incurred since end-June, 1954, had reached {A 51 
millions—compared with the surplus of £A 168 millions achieved in the 
corresponding months of 1953-54. 

The rise in imports in the second half of 1954 and the early months of 
1955 presented the central bank with its usual problem of deciding which 
unbalance to correct—whether to tighten credit to check the external deficit, 
or to counter the spontaneous credit contraction by enhancing liquidity 
through releases of special accounts. In the event, the Commonwealth Bank 
made no appreciable releases of special accounts (other than the customary 
seasonal ones) to check the strain on the banks’ liquidity imposed by the fall 
in export income and by the high level of imports. 

Despite their reduced liquidity, however, the banks did not, as is shown by 
the table overleaf, check the rise in advances, though throughout most of 1954 
they were tightening up their standards of lending. It appears that in the 
second half of the year overdrafts previously granted were being utilized on a 
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considerable scale. Consequently, bank advances failed to show their usual 
seasonal contraction in the second half of 1954, rising steadily up to November 
and again in January. There was, accordingly, no financial check on the 
build-up of imports. 

The question whether an appreciably sterner credit policy could have suc- 
ceeded in reducing the drain on Australia’s external reserves cannot be 
answered categorically. There were certainly many artificial and temporary 
reasons for the very high rate of importing that obtained from December to 
March; among them were the delayed effects of the United Kingdom dock strike 
and the virtual certainty that import restrictions would be tightened in April. 
It has been held, indeed, that it is such temporary factors, rather than a 
fundamental and deep-seated disequilibrium, that are primarily accountable 
for Australia’s recent plunge into deficit—given the strains caused by the 
coming into effect of the relaxations in import restrictions earlier in 1954. 
But that is the case, it is difficult to see why the over-importing was not 
disccuraged by making credit less readily available. 

The lesson for the future seems to be that should further import cuts be 
widely expected at any time—and especially should Ministers make as little 
secret of the fact as they did before the announcement last March—an 
especially tight hand will have to be kept on the credit reins, and liberal 
assumptions made about the extent to which unused overdraft facilities may 
be run down. It must be granted, however, that at any given moment 
during 1954 it was undoubtedly difficult for the Commonwealth Bank to 
assess whether it should add to the disinflationary effects of the balance of 
payments deficit, or whether it should regard the strain as a temporary dis- 
turbance to be neutralized by alleviating the fall in the banks’ liquidity. 

The Australian authorities are, however, faced not only with the question 
of knowing whether and in which direction to act in response to a deterioration 


in the external balance; once the need for disinflation has been accepted, they 


have still to evolve a fully effective method of executing that policy. Bud- 
getary action can, of course, always play its part, but the greater flexibility 
of monetary policy makes its use especially appropriate in the case of a 
country subject to such vicissitudes in its trading fortunes as is Australia. 
And the experiences of the last two or three years have underlined the 
deficiencies, especially for making finer adjustments, of the manipulation of 
the special accounts, at present the main monetary weapon in Australia. 
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The first reason for this inadequacy is that the Australian banks have always 
been readier to see their liquidity ratios fluctuate within much wider limits 
than have, say, the English banks. There is no specific ratio, either statutorily 
imposed or held by convention, that the central bank can confidently rely on 
the banks to regard, even loosely. This makes it impossible to estimate 
accurately the response of the banks to a given change in their special 
accounts. The ratio to their deposits of the Australian banks’ liquid assets 
(which are always defined to include Government securities as well as cash 
and Treasury bills) fell fairly steadily from a high point of 31 per cent. in 
March, 1953, to a low point of 16 per cent. in September, 1954: it recovered 
to 22 per cent. in February this year (but was still then well below the ratio 
of 27 per cent. obtaining in February, 1954). Over the same period, the 
ratio of the banks’ advances rose from a low point of 54 per cent. in March, 
1953, to 61 per cent. in the autumn; by February, 1955, this ratio had fallen 


AUSTRALIAN CREDIT TRENDS* 
Advances/ 
Deposits Advances Special Deposits ‘“ Liquidity 
Accounts Ratio Ratio ’’f 


£Amillions Per cent. 
June, 1952... - - 1,123 691 303 62 I4 
December, 1952 e i 1,147 638 1560 56 26 
June, 1953 1,239 602 301 49 24 
December, 1953 a ai I,290 665 250 52 25 
June, 1954 .. is “s 1,305 702 314 54 20 
December, 1954 ae 1,318 786 260 60 rs 
February, 1955 a én 1,350 773 260 57 22 


* Figures for private trading banks only; comparable figures for Commonwealth Trading 


Bank prior to December, 1953, are not available. 
+ Cash, Treasury bills and Government securities as a percentage of total deposits. 


slightly to 57 per cent. (compared with only 49 per cent. in February, 1954). 
The banks are plainly willing to see their liquidity vary by very appreciable 
amounts. 

The second limit on the effectiveness of the special accounts system as a 
weapon of central banking control is that even so far as the banks feel the 
pinch of declining liquidity they may sometimes expect—with varying degrees 
of confidence—that the Commonwealth Bank will in turn release special 
accounts once they find themselves in really serious difficulties. The con- 
siderable releases made in the “ liquidity crisis ’’ of 1952 have probably lent 
colour to this belief, and may thus have reduced the future usefulness of the 
weapon—in proportion as the banks look upon the balances officially deemed 
‘frozen ’’ as a sort of secondary reserve, available in case of serious need. 

The third reason for the inadequacy of present monetary controls is the 
legal limitation of the extent to which deposits with the Commonwealth Bank 
can be called to the special accounts. The Bank’s existing powers in this 
respect were, in fact, nearly exhausted during a brief period in 1954 (and may 
just possibly even have caused it to make releases that the economic situation 
did not justify). 

The need for alternative, or at least supplementary, weapons of central 
monetary control is thus paramount. Open-market operations have usually 
been regarded as impracticable on a large scale in Australia, since the narrow- 
ness of the market for Government bonds means that intervention by the 
central bank on a scale large enough to have significant effects on the credit 
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base would involve intolerably large disturbances in the market. But open- 
market operations have taken place on a small scale from time to time, and 
efforts might be made to broaden the market. The abolition of the practice 
of permitting advance subscriptions to Commonwealth loans would, for 
example, tend to increase the scale of dealing on the market between the 
dates of successive Government issues.* But it will presumably be some 
time before open-market operations can be used in Australia as a major 
regulator of the credit base, and in the meantime, intervention in the bond 
market is likely to be confined to the purpose of influencing interest rates. 

Interest rates in Australia have, in fact, generally been kept fairly rigid 
in recent years; but in 1951 and 1952 the long-term rate was raised to a level 
that has for some time exceeded that in any other sterling country. The 
coupon rate of 4) per cent. on long-term Government bonds represents, 
moreover, an even higher effective yield than a similar rate in other countries, 
as interest derived from Australian Government bonds benefits from an 
income-tax concession. But interest rates on the shorter stocks have been 
kept relatively low, and there has been little or no attempt to vary money 
rates in response to cyclical or longer-term fluctuations. One reason appears 
to be the continuance of a certain political distrust of using the weapon of 
interest rates as a disinflationary device. But there seems also to have been 
a genuine conviction that variations in interest rates could do little to check 
balance of payments difficulties of the kind that Australia has experienced in 
recent years. When export income and the availability of imports were 
fluctuating as sharply as they were in 1950-52, for example, it is doubtful 
whether alterations in the cost of borrowing would have had any significant 
effect on importers’ decisions, given the changes in income and prices that 
were taking place. 

There is no doubt, however, that a more flexible interest rate policy could 
facilitate adjustment to less extreme fluctuations in the external balance. 
At present, for example, advances rates are fixed at a maximum of as low 








* See R. F. Henderson, ‘‘ The Australian Capital Market, 1946-53,’’ The Economic Record, 
November, 1954. 
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The Bank of Ceylon, established as a State-aided bank by the Govern- 
ment of Ceylon, has played an important part in the development and 
progress of the Dominion. With wide local experience, a network of 
branches in the Island, a fully-equipped Foreign Department, a London 
Office and correspondents throughout the world, the Bank can confi- 
dently place its services at the disposal of bankers and merchants who wish to do business 
with Ceylon. 
Head Office: Central Office: London Office: 


41 BRISTOL ST., COLOMBO G.O.H. BUILDING (West Block) 4 LUDGATE HILL, 
LONDON, E.C.4 





Foreign Department: YORK STREET, COLOMBO Savi matinee 
; a nn Savings Department: 
YORK STREET, COLOMBO 41 BRISTOL ST., COLOMBO COLOMBO 
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Pay Offices: TALAIMANNAR PIER, KANKESANTURAI AIRPORT, COLOMBO PASSENGER 

TERMINAL, RATMALANA AIRPORT 
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as 5 per cent. (formerly statutorily imposed and now fixed by agreement); 
and demand for bank credit cannot, accordingly, be checked when conditions 
demand. The rates on deposit accounts are also fixed at relatively low levels, 
and this has the effect of encouraging the flow of short-term deposits to the 
hire-purchase finance companies, which are free to pay a rate that reflects 
much more accurately the scarcity of savings in relation to investment oppor- 
tunities. [he expansion of hire-purchase business has, as in Britain, been 
branded as an important factor in the recent upsurge of inflationary 
pressure. 

Perhaps the most promising form of alternative weapon to the present 
reliance on the variation of special accounts alone would be the consistent 
adherence by the trading banks to some sort of reserve ratio. The latest 
annual report of the Commonwealth Bank did indeed propose that the banks 
should aim at a ratio of 25 per cent. between their liquid assets (including 
(sovernment securities) and their deposits. Changes in special accounts or 
operations in the open market would then naturally be far more effective and 
certain. But it is not yet clear whether and how a discipline of this kind could 
be introduced. The banks’ liquidity ratios have, as has been noted above, 
been well below this level in the past vear (though not in earlier years). Practice 
has, moreover, varied greatly from one bank to another. A bank that has 
maintained reasonably high liquidity in good times will naturally be reluctant 
to surrender the scope this gives to maintain advances at a relatively high 
level when conditions become more stringent. Moreover, if the banks are to 
carry out the Commonwealth Bank’s suggestion that they should aim at a 
definite ratio (the precise level of which is itself likely to be a cause for con- 
troversy) they will in effect be dependent upon it to supply the reserves for 
veneral reflationary action; and there is still a good deal of reluctance amongst 
the Australian banks to rely to this extent upon the judgment of the central 
bank. But some such system might, in fact, be less objectionable to the 
trading banks than intensification of control through the special accounts. 

The weapons available to the Commonwealth Bank to influence the banks’ 
policies (and through them the balance of payments). certainly have their 
limitations; and they have not been used to the full in recent years. At the 
same time, monetary policy must be acquitted of having actually contributed 
to any marked extent to the recent deterioration in Australia’s balance of 
payments. It is still indeed uncertain whether the present disequilibrium in 
external payments constitutes a passing phase or is a symptom of more deep- 
seated troubles. In the next few months bank advances should be reduced, 
through both seasonal influences and the pressure on liquidity of the banks. 
This should reflect itself in the external accounts and may perhaps make 
possible significant relaxations in the new import controls announced in March 
(which many thought to be unnecessarily severe, but which can now be 
amended after three months instead of six). 

If this spontaneous improvement in Australia’s accounts does not go far 
enough, however, it is to be hoped that additional disinflationary pressure will 
be applied—by both budgetary action and a sterner monetary policy than 
has been pursued in the past year. It will be important to bring in the weapon 
of the interest rate to reinforce, and in some measure even to supplant, control 
through the special accounts. For it could be dangerous indeed for Australia 
to err once again in its monetary policy on the side of leniency. 
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What Reserves do Building Societies 
Need ? 
A Rejoinder from 
Herbert Ashworth 


(General Manager and Secretary, The Co-operative Permanent Building Society) 


HE special correspondent who discussed building societies in the May 
issue of THE BANKER® raised the pertinent question of reserve ratios and 
the extent to which they should be allowed to fall under the impact of 
the heavy and sustained Gemand for mortgage loans by purchasers of existing 
houses and of the rising flow of newly erected houses. It is a point on which 
an outside commentator has difficulty in forming a judgment, and I observe 
that your correspondent very fairly refrained from passing judgment, con- 
tenting himself with drawing attention to the recommended ratio of 5 per 
cent. adopted by the Building Societies Association, and asking the question 


TABLE I[ 
REPAYMENT OF LOANS (C.P.B. SOCIETY) 
Balances Outstanding 


Year Advances Advanced During 


Made Year Dec. 31, 1952 
J ; 

Deore . - : ar f 
Prior to 1945... - 6,663,704 
LO45 ee » © — 5, 996, £2U 1,310,011 Pes 
1946 [O, 110,415 3,019,523 30 
147 14,005,150 6,301,053 35 
1945 4,122,909 7,707,705 : 
O40 “3 oa = 11,351,554 7° 195,091 
1O50 od bus ic 12,550,046 5,596,939 a 
1o5l _ = 7 O,497,741 7» 599, 307 19 
1052 - - ay 11,442,591 9,998,085 / 

Total _ £59, 323,03 


whether the time was not at hand for a pause on the part of those societies 
which, by their activity in recent years, had brought about a decline in their 
reserves to less than that recommended level. 

To avoid any possible confusion with the liquidity ratio (which is quite 
another story) I should perhaps note at the outset that we are here concerned 
with the recommended surplus of asset values over the total of external 
liabilities. It is perhaps unfortunate that we are to-day saddled with that 
conventional “ ideal’ of a 5 per cent. ratio of reserves in this sense. In my 
opinion that “ideal ’’ was never determined on much more than a “ think 
of a number ”’ basis; certainly, I have never seen any scientific or factual 
basis for the computation of reserves. It is difficult, of course, to think of a 
way in which they can be so determined. I[ am of the opinion, however, that 


* In the article entitled, ‘‘ Are Building Societies Growing Too Fast ? ”’ 
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it is possible to demonstrate, from both past history and the nature of mort- 
vages, that the need for reserves tends to be over-stated. In what follows 
[ have used figures for building societies as a whole where possible, and where 
that is not possible from my own society. Where I[ have used my own 
society’s figures I have done so not for the purpose of making out any special 
case for it but solely for purposes of illustration, believing that the inter- 
pretation I have put on our own figures probably applies with equal force to 
those other large societies operating on a more or less country-wide basis 
whose figures were included in the tables in last month’s article. 
[ submit, first of all, three propositions with regard to building society 
mortgages: 
(a) [That they are repaid far more rapidly than is generally recognized ; 
(6) That, at any given time, a large proportion of mortgages is exceptionally 
well secured ; 
(c) That new mortgage business, once effected, creates its own reserves 
over the years that it remains on the books. 


These propositions are, in my judgment, clearly substantiated by past 
experience, as the following analysis shows. 

In September and October, 1953, I had a special investigation made into 
the composition of the mortgages granted by my society down to December 31, 
1952, that were still unredeemed, analysing them year by vear. The results 


TABLE I[] 
MORTGAGE BALANCES (AS AT DECEMBER 31, 1952) GROUPED ACCORDING 
TO PERCENTAGES OF ORIGINAL VALUATIONS (C.P.B. SOCIETY 


Loans where balances: { 
Do not exceed 50° of valuation ni - wa 15,920,244 27 
Exceed 50°, but not 60°, of valuation os ge 6,134,155 Io 

= 60°, 70°, a - i ay 10,080,547 = 
oy ae i» oe ” ea — 12,715,435! 21 
SOY’. - . 2or - - 2S _ 11,025,4 34) r9* 
go”, of valuation _ _ a = 3,429,472 fy * 
‘Total ee 2s £59, 323,035 TOo 


* Excess over 80°, covered by additional security in most cases—see text. 


are set out in Table I opposite. This table gives ample support to my first 
proposition. It reveals that there is nothing static about building society 
loans. Premature redemptions and the ordinary monthly repayments of 
capital that accrue on outstanding loans both contribute to the high rate of 
turnover. Nor is there any evidence to suggest that the period covered by 
the table was exceptional. Repayments continue at a high level to-day. 
The significance of this rapid repayment is, of course, that building societies 
do not have to look ahead so far as is generally supposed. In considering 
possible fluctuations in values or a deterioration of background influences, 
there is a vast difference between having money out for periods of upwards 
of twenty years, and lending it in fact for seven or eight years. 

Next, we related each mortgage balance to the original valuation to 
discover to what extent the remaining mortgages had been reduced. The 
result is shown in Table II. This shows the Society's position in a less 
favourable light than it really was at the date in question, since no deduction 
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has been made in respect of any collaterals, guarantees, cash deposits or 
surrender values of life policies held by the Society against advances of greater 
amounts than the normal risk, or (in the case of endowment policies) to 
provide for repayment of mortgages standing at interest only. As the total 
amount assured under the endowment policies held totalled over £9 millions 
it will be appreciated that a considerable deduction ought to be made from 





TABLE III 
BUILDING SOCIETY MOVEMENT—NUMBER OF MORTGAGES 
AND BALANCES DUE AT END OF YEAR 


1953 

No. Amount 

(4000) 

{500 and under.. oe ge ee 541,152 200,150 
Over £500 to {1,000 .. ee ia 445,702 326,995 
Over 41,000 to 43,000 .. o° - 457,357 700,942 
()ver £3,000 to £5,000 -— — gue 20,110 73,520 
Over 45,000 . — = _ 6, S11 55,252 
Properties in possession - = 820 Sol 
Over 12 months 1n arrear ae - 1,734 2,151 
Totals .. as 5 1,773,755 41,396,200 


the mortgages, many of them in the high percentage categories, since they are 


not reducing loans. 

Normally, the basic advance is 80 per cent. and therefore the bulk of the 
loans standing at 80 per cent. or more of original valuation may be assumed 
to be covered at least down to that percentage by guarantees or other forms 
of additional security. There are certain exceptions, such as staff loans and 
loans on low-priced new houses, where the normal advance has been 8&5 per 
cent. of value. But the really important fact about the table is that it shows 
54 per cent. of the total amount at risk as representing mortgages reduced to 
below 70 per cent. of original valuation. This means that on more than half 
the mortgage assets it would need a 30 per cent. fall in property values to 
uncover them. 

Another indication of the fact that building societies run a large number 
of loans that are well secured is given bv the Registrar of Friendly Societies’ 


TABLE IV 
BUILDING SOCIETY MOVEMENT, 1932-35 
Losses Increase Total Out- 
on in standing on 
Realization Reserves Mortgages 
(£’000S) (£’000s) (4 000s) 
1G32 - - re 22% 1,646 388,378 
1933 a - Ke 333 2,359 423,512 
1934 wa ee oe 353 3,164 470,205 
1635 o _ - 37° 3,305 529,062 


summary of all societies’ loans in groups according to the amounts outstanding. 
As will be seen from Table III, 37.8 per cent. of the total amount outstanding 
on loans at the end of 1953 was made up of mortgages of less than £1,000. 
Some of these undoubtedly relate to smal] industrial dwellings, but a large 
number also relate to modern houses where the present-day value is sub- 
stantially higher than the debt. In this connection it should also be noted 
that a large business has been done in the last ten years in making loans to 
sitting tenants who have bought at prices well below value. 
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My third proposition is one that is nearly always overlooked in discussing 
reserves. As the mortgage assets of a society increase (whether slowly or 
rapidly), a greater amount of surplus normally becomes available each year to 
meet any losses and to strengthen reserves. Thus expansion may mean that 
past allocations to reserves may look somewhat dwarfed, but future allotments 
will be all the greater. The sound mortgages more than pay for the losses, 
and experience has shown that this applies in bad times as well as good. Let 
me illustrate. In the early 1930s we had unfavourable conditions with a 
high incidence of unemployment and falling building costs. But the losses 
sustained by building societies were not serious, and the amounts put to 
reserves were very much greater, as Table IV shows. 

Again, in the early 1940s house prices in many areas were seriously affected 
by bombing raids, by evacuation of coastal districts, and by families leaving 
many other threatened areas. Here again we know that borrowers main- 
tained their obligations exceedingly well. Payments in many cases had to be 
suspended, and some borrowers paid interest only, but with forbearance and 
patience substantial losses were avoided. 

Another fact from the past is also worth mentioning. It is that the present 
is not the only time that building societies have expanded rapidly. Let me 


TABLE V 
C.P.B.8. TOTAL ASSETS AND RESERVES, 1922-29 
ASSETS RESERVES 
°,, Increase %, of 

Year Amount on Previous Amount Total 

(4000s) Year (4000s) Assets 
1922 ne i — 1,074 14.82 42 3.890 
1923 > “s - 1,433 33-41 50 3.90 
1924 [,915 33.87 71 3.08 
1925 a * = 2,706 41.05 7 3.22 
1926 _ * : 3,064 35-43 113 3-04 
1927 és i oi 4.902 33.77 146 2.97 
1928 “a ha - 6,882 40.40 201 2.92 
1929 ee _ = 9,045 40.14 257 2.06 


instance my own Society's expansion in the 1920s; it is summarized in Table V, 
from which it will be seen that after 1922 the successive annual rates of growth 
regularly exceeded 33 per cent. Compared with these figures our expansion 
in the last three years (12.08 per cent., 15.96 per cent. and 22.61 per cent. 
respectively) seems almost sedate. 

There are some other factors of importance. One is that the borrower is 
repaying a debt that provides a home, and the monthly payment he makes 
takes the place of rent. As he requires a home for his family it does not 
follow that because the value of his house has fallen he will therefore throw 
in his hand. At the end of the day the house will be his free of charge and 
therefore he carries on. Another is that values of property are unlikely to 
fall rapidly. Indeed, in this inflationary world it is questionable whether 
they will fall at all. But, putting aside the question of inflation, any down- 
ward trend is likely to be gradual. A gradual decline is offset from the 
borrower's point of view by the capital repayment he makes. From a 
building society's point of view this is equally applicable; in addition, since 
the societies are lending on current values, any downward trend is taken into 
account in the new business they transact. Moreover, the societies are 
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entitled to take credit for a knowledge of the house market and the ability to 
adjust their lending policy according to changing circumstances. There is at 
the present time an unsatisfied demand for new houses; and the prices of 
existing houses are trending upwards once again. Is it not a time for building 
societies to encourage home-ownership rather than to stand still merely for 
the sake of a conventional ratio ? 

The truth of the matter is that an efficiently managed building society, 
concentrating on lending to home-buyers and. not yielding to the temptation 
to earn higher interest rates by lending a large portion of its funds on other 
and more risky securities, is never likely to have to make major calls on its 
reserves. Where building societies have failed or experienced losses that 
they have been unable to meet out of the vear’s earnings, it has been due 
either to dishonesty or to bad management. Fortunately these exceptional 
cases have been few in number. The rapid growth of building society business 
since the large-scale building of houses for sale began in the 1920s has brought 
with it an increasing awareness of the responsibilities involved in turning over 
vast sums of investors’ money. Every board of directors in the country would 
afhrm that its first duty is to safeguard the funds entrusted to its care. Con- 
sequently there is significance to be attached to the number of societies that 
have decided to allow their reserves to fall to less than a 5 per cent. ratio. It is 
not merely a question of one or two societies stepping out of line; there are 
sufficient to indicate that a very substantial body of opinion within the building 
society movement believes that the position of investors is not being 
endangered. 
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Sweden Takes the Plunge 
By George Clayton 


HEN on April 19 the Riksbank raised its official discount rate from 

2¢ to 3? per cent., 1t set the seal on the move towards a more orthodox 

monetary policy that had been so dramatically—if inconsistently— 
started six months before. There can be no doubt that the Social Demo- 
cratic Government has accepted the interest-rate weapon only as a last resort. 
Kven as late as the beginning of April the Minister of Finance, Hr Ské6ld, 
announced a radical plan for compulsory saving as an alternative anti- 
inflationary device. It was only when this plan was abandoned in the face 
of widespread criticism and opposition that the change in the discount rate 
was made. At the same time the Government announced the issue at par of 
a 4) per cent. 24-year loan, offering a yield nearly ? per cent. above the 
current market level.* Subsequently, the whole structure of money rates 
was raised by approximately I per cent., as is displayed in detail in Table I. 


PABLE | 
THE RISE IN SWEDISH MONEY RATES 
Rates Obtaining 


Prior to \fter 
April I<) \pril IQ) 
(Per cent.) 
Mhcial discount rate .. a ei | ‘i 23 33 
Commercial banks: 
lime deposits: 4-6 months’ notice ‘a a 24 34-4 
2 - 13 24 
14 days’ i 2 
Savings accounts... - ‘A | 3 34 
Discount rate 34-54 41-47 
Loans oa = — 3} 53 4} 8) 
\dvances on current account i - 34-41* 5 -5}* 
Savings banks deposits ~a - 7 3 4 
Post office savings deposits _— o : ; , 3! 
* Plus commission, generally of 1 per cent. 


These radical measures have been carried through under the new governor 
of the Riksbank, Hr Per Asbrink, who replaced Hr Mats Lemne at the 
beginning of the vear. It may be recalled that Hr Lemne’s announcement of 
his resignation, which was quite unexpected, followed closely on the upheavals 
caused by the Government’s monetary tactics in the autumn. 

By this forthright plunge a long and unsatisfactory phase in Swedish 


* These shock tactics closely resembled the violent and totally unexpected sally of last 
October, when the Government launched a 4 per cent. 16-year bond at fully $ per cent. above 
the yield basis at which long-term Government bonds had been pegged for many years (and 
at which, indeed, the Government had only just ceased to press its 15-year bond on the insti- 


tutions). This earlier move towards dearer money— which was not accompanied by any formal 
change in the rediscount rate—was described in detail in an article entitled “‘ Sweden's Money 
Muddle ’’ in the January issue of THE BANKER.—ED. 
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monetary policy has been brought to an end: and the last major country to 
attempt to combat inflation without the use of the interest rate has capitulated 
to orthodoxy. The tentative and half-hearted nature of earlier moves towards 
orthodoxy and higher interest rates was, as the article in the January issue 
of THE BANKER pointed out, attributable to the obvious unwillingness of the 
Government to face the political implications of a full resort to dearer money. 
The Government has committed itself to an extensive housing programme and 
has been fearful of the consequences of the increase in rents that in the absence 
of subsidies would follow the rise in interest rates. The strain imposed by the 
housing programme is reflected in the increase in total outstanding housing 
credits from 15 milliard kronor in 1950 to 23 milliard kronor in 1954. The 
Government has, moreover, also pursued an ambitious programme of public 
investment, financed to a considerable degree by borrowing from the com- 
mercial banks. 

The pattern of the banks’ lending in the past few years is shown in Table IT. 
This illustrates very plainly the extent to which the rise in bank lendings in 


TABLE II 
SWEDISH BANK ADVANCES, 1950-54 
Years to end-November: 


1950 [O51 1952 1953 1954 
Credits to Gcvernment: 
Kr. millions... oie — 1,005 1,801 1,074 3,154 2,920 
Index .. i i i L100 164 I 52 290 267 
Credits to Housing Sector: * 
Kr. millions... ne i 3,073 3,163 3,253 3.201 3,852 
Index .. bg i ‘4 roo 103 106 107 r235 
Credits to Industrial Sector: 
Kr. millions... + awe 1,543 2,254 2,312 2,108 2,240 
SNaee  .. a ~ <a [00 I24 125 Ilg [22 


* Includes loans to builders as well as to purchasers. 


1953 was due to the expansion in the credit demands of the Government— 
which in Sweden are met mainly by direct loans from the banks. In contrast, 
last year’s expansion in bank lending was attributable mainly to the demands 
of housing and industry. The increase was indeed spread over all categories 
of borrowers, but the biggest rise—both absolutely and proportionately 
was in building credits, principally on account of the large increase in residential 
construction. These credits rose by Kr. 590 millions in the period—actually 
accounting for more than half the total increase in the banks’ loans. Industry, 
trade and transport together took only a further Kr. 440 millions, and personal 
and sundry credits some Kr. 80 millions. 

During 1954 the high level of business confidence in Sweden engendered 
by good export prices, rising production and extensive industrial investment 
received a setback when the negotiations for the 1955 wage contracts began in 
the autumn. These threatened a renewal of inflationary pressures; for it 
soon became clear that the trade unions considered that the buoyant demand 
for labour had put them in a strong bargaining position which they were 
prepared to exploit to the full. As the employers, with one or two exceptions, 
seemed able and willing to concede substantial wage increases, the risk of a 
serious inflation of costs was obvious. 
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Now that most of the new wage contracts have been drawn up, it is 
possible to assess the magnitude of the inflationary threat. According to 
official calculations, it is expected that the nominal level of personal incomes 
will rise by about 10 per cent. This is far in excess of the expected increase 
in production. In 1954 the rise in personal incomes by approximately 5 per 
cent. was matched by the rise in productivity, so that prices remained stable. 
The increasing strain on resources, however, led to an increase in imports— 
amounting to 13 per cent. in volume in the year as a whole—and to a reduction 
of stocks of commodities by approximately Kr. 400 millions. 

It was this growing pressure that induced the Government in the autumn 
to resort to the shock tactics of its 4 per cent. loan. At this stage the official 
intention was clearly to curtail the excess of demand by absorbing funds 
from the capital market and by exerting pressure on the banks’ liquidity— 
but still without disturbing the housing programme or raising rents. The 
importance attached to the latter objective was demonstrated when, after 
negotiations between the Riksbank and the mortgage institutions, it was 
announced that the rate for fixed mortgage loans would be raised only from 
3.6 per cent. to 3.7 per cent. The initial impact of this policy was partially 
successful, in so far as bank liquidity was reduced. But its embarrassing 
by-product was a stalemate in the capital market. This created great diffi- 
culties for the mortgage institutions and some of the local authorities. Of an 
issue for Kr. 60 millions by the City of Stockholm carrying a yield of 3.7 per 
cent., only Kr. 27 millions was subscribed. 

In the event, however, the stock markets recovered from the effects of the 
new Government loan as soon as it was realized that no general rise in interest 
rates was planned. Two weeks after the October issue of the 4 per cent. 
bond, most sections had recovered their lost ground and a number of shares 
had actually reached new peaks. By the end of the year prices had reached 
the highest level ever recorded, while in 1954 as a whole equities in domestic 
industry rose by 26.4 per cent., other industrials by 30.2 per cent. and bank 
shares by 24.3 per cent. Even the price of the new 4 per cent. bond quickly 
rose above par, and by the end of the year stood at 103, giving a vield of 
under 3? per cent. 

INADEQUACY OF FISCAL RESTRAINTS 

By the beginning of 1955, when the wages prospect had become clearer 
and bank credit was still expanding, the Government decided to intensify its 
anti-inflationary measures. It bore down on both investment and con- 
sumption. A duty of 12 per cent. was imposed on industrial investment in 
buildings and machinery, and one of 10 per cent. on purchases of cars, which 
had been exceptionally high in 1954 (when total motor-car registrations rose 
by nearly one-quarter). At the same time, it was finally accepted that restraint 
would have to be extended to housing. It was announced that for the first 
six months of the year the number of building permits would be reduced by 
50 per cent. The effect began to be shown in February, when the number 
of building starts was 40 per cent. below the level of February, 1954—though 
the number of housing units under construction was still just as high as in 1954. 

But, given the momentum behind the rise in private disposable incomes, 
the disinflationary effects of these measures could not be expected to suffice. 
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Hr Sk6ld accordingly produced what turned out to be the last shot in his 
locker in the effort to counter inflation without a general rise in interest rates. 
At the end of March he announced a compulsory savings plan, under which 
all income-tax payers were to pay, from July I, 1955, until December 31, 1956, 
an additional Io per cent. of their current tax into a compulsory savings 
account. These sums were to be held by the Government until January I, 
1958, when repayment was to be made through the issue of lottery bonds. 
It was calculated that this would withdraw excess purchasing power of 
Kr. 1,300 millions during the period of eighteen months. But the scheme was 
open to serious objections. Its major drawback was that the repayment in 
1958 might merely postpone the inflationary danger until then; and it might 
not even do that if the public chose to make extensive withdrawals of past 
savings. Secondly, the plan at best could not be expected to produce much 
effect until 1956, whereas the pressing problem was the danger of inflation this 
vear. Thirdly, the effect on consumption would be limited by the fact that 
a substantial proportion of the extra tax would be paid by corporations and 
not individuals. In the face of these and many other criticisms the Govern- 
ment withdrew the proposal. 


DEARER MONEY AS A LAST RESORT 

When all else had failed, therefore, the Social Democratic Government 
finally but grudgingly decided to follow the example of its Scandinavian 
neighbours and to enlist dearer money as an anti-inflationary weapon. The 
raising of the official discount rate and the issue of the long-term Government 
loan at 44 per cent. were, moreover, accompanied by further monetary 
restraints. The banks have been requested once again to observe certain 
liquidity ratios that have been agreed between each individual bank and the 
Riksbank. The central bank has, indeed, announced that should the banks 
fail to conform to these liquidity ratios before August 1, it will invoke the 
emergency law empowering it to prescribe, whenever necessary, a liquidity 
ratio of up to 50 per cent. The banks will undoubtedly react to this threat 
of the big stick by operating a very restrictive lending policy for the next 
few months. 

Certain other measures are believed to be in prospect, including a curious 
plan to encourage voluntary saving by paying substantial interest “premiums 
on bank deposits in 1955 and 1956. For a maximum of Kr. 1,000 deposited 
in each of those two years in a special account and remaining unused up to 
the beginning of 1961, a premium over and above the usual interest would be 
paid, amounting to 20 per cent. on the deposits in 1955 and 15 per cent. on 
the deposits in 1956. Thus for the maximum amount of Kr. 2,000 the 
premium would be Kr. 350. A condition is that the saver should not have 
run down his other bank balances in the same period. The premium would be 
exempt from tax and could not be withdrawn before 1961. Other measures 
believed to be in prospect are aimed directly at consumer buying; increases 
in the duty on tobacco and spirits are among the restraints expected. 

Even though, therefore, Sweden has now belatedly embraced the use of the 
interest weapon, it appears that its new orthodoxy is to be accompanied by 
some distinctly heterodox expedients. 
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American Review 


USINESS confidence remained high during May, despite the continuing danger 
B- a major stoppage in the automobile industry—no definite progress has been 

reported in the protracted negotiations between the United Automobile 
Workers and Ford and General Motors to renew the wage contracts expiring this 
month. Official predictions for the second half of 1955 remain highly optimistic ; 
and buoyant assessments are also being made by industry, ranging from steel to 
the relatively depressed textile mills, which are now reporting rather better sales 
and orders than they were in 1954. 

The boom is still being fed by a record pace of output of steel and motors 
and by the equally unprecedented activity in building. The Federal Reserve 
Board’s index of production is now estimated to have edged up by one further 
point in April to 136, that is to within one point of the peak attained in mid-1953 
and 13 points above the nadir of 123 touched almost a year ago. The “ Fed ”’ 
points to the strength of durable goods production, and notes that steel output is 
near to capacity. Steel trade executives are counting on an annual output rate little 
short of 120 million tons over the first six months of this year, and are now sug- 
gesting that even reduced demands from the motor trade will not prevent the 
need for a loose form of ‘“‘ quota control ”’ for consumers by the autumn; delivery of 
steel plates is expected to be a particular problem. The /ron Age declared in late 
May that order books for the third quarter were filled for almost every product and 
that “‘ steel users are willing to talk of the first quarter of 1956’. 


BUOYANT Moop IN DETROIT 


Detroit also has banished earlier doubts. The most optimistic assessment 
of production made at the beginning of this year was 54 million passenger cars. 
But sales of new cars reached two millions in the first four months, which normally 
cover a slack period, and have recently been estimated at 600,000 monthly. The 
industry is already planning the early introduction of new season models and is 
certainly not counting on any severe slump in sales from July to December. In the 
meantime, dealers’ stocks have risen to a record level of 675,000 and sales pressure is 
undoubtedly intense; purchasers are often being allowed no down payment and 
three years’ credit. The industry clearly expects consumer confidence to remain 
high; and last month it was both optimistic at the chances of avoiding a strike and 
less concerned than might be expected at the prospect of one. 

There is now some evidence that residential building work may be sagging a 
little, although total construction contracts in the first quarter were running 
at a peak annual rate of $41,000 millions. A moderate decline in this sector would 
not be regarded as disturbing by the Administration, which has in fact recently 
taken steps to impose a mild curb on Federal-financed construction. 

The extent to which the present boom is being financed by the consumer is 
apparent from the estimates of national income in the first quarter. Gross national 
product is put at an annual rate of $370,000 millions—a figure matched only by the 
record second quarter of 1953. And whilst the rise on the first quarter of 1954 in the 
total national product is put at an annual rate of about $14,000 millions, personal 
consumption is estimated to be up by no less than $11,500 millions. Disposable 
income rose from an annual rate of $252,300 millions to $260,600 millions (partly 
on account of lower tax rates); expenditure on durable goods is up by $4,000 
millions to $33,000 millions, on non-durables from $119,000 millions to $122,500 
millions, whilst spending on services is believed to have risen by fully $3,000 
millions, to $86,500 millions. The rise in consumer spending has thus more than 
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offset the rise in disposable incomes, personal savings having been reduced from 
8.6 to 7.1 per cent. of net incomes. Given the high level of spending by consumers 
and corporations, the recent swing from inventory depletion to re-stocking does not 
seem to have reached uncomfortable proportions, though the level of car stocks 
may be somewhat unwieldy. Consumer spending may be buttressed further later 
this year by realization of some of the sizeable wage claims now being put forward. 

The Federal Reserve Board has continued to maintain a relatively tight hold 
on member bank reserves; though it has indeed added modest amounts to its 
security portfolio during recent weeks, partly to prevent undue stringency, and 
partly to facilitate its large re-financing operation undertaken in early May. On 
this occasion, the Treasury acknowledged the relatively delicate condition of the 
long-term bond market by offering a short for a short—new 2 per cent. Notes, of 
fifteen months’ maturity, in exchange for the 1} per cent. one-year certificates. Cash 
subscriptions were limited to $2,500 millions. Though more than $1,500 millions 
of the maturing certificates were held by the Reserve System itself, a substantial 
proportion of holders—covering $700 millions—elected to take cash. In the 
money market, conditions have turned rather easier, and the Treasury bill rate fell 
in mid-May to 1.4 per cent. (against the level of 1.6 per cent. reached in April, which 
led to the raising of the rediscount rate from 14 to 1? per cent.). 





American Economic Indicators 


1955 
1Q52 1953 1954 | : 
Jan. Fe i "Mar. Apr. 
Production and Business: 
Industrial production (1947-49 = 100) 124 134 125 13) 133 135 130 
Gross private investment (billion $) .. 50.7. 51.4 #40.1 53-3 — 
New plant and equipment (billion $) .. 26.5 2.4 26.7 : 26.0 - 
Construction (million $) we —« 29737 2088 3,008 3,379 3.4260 3,431 3,470 
Business sales (billion $) as ie 460.0 48.4 46.7 48.7 48.9 50.8 - 
Business stocks (billion $) - - 76.7 .3 7.09 7.9 $j. 77:3 £47715 
Merchandise exports (million $) .. 1,266 1,314 41,256 1,163 ,230)=—-:1,341 — 
Merchandise imports (million $) a S03 gob S51 870 S50 1,018 ~ 
I:mployment and Wages: 
Non-farm employ ment (million) wa 54-5* 55.60% 54.7 54-8 54-8 54.8 55-5 
Unemployment (‘ooos) es 1,673* 1,602* 3,230 3,347 3,383 3,176 2,962 
Unemployment as °%, labour force ‘a > ie 2:47 48 2% 5-3 5.0 4.60 
Hourly earnings (mfg.) ($)_.. as 1.67 oF 1.81 1.84 1.85 1.85 1.86 
Weekly earnings (més. ($)  .. -« 67.07 71.60 73:06 73:07 74:74. . 93:98 74.77 
Prices: 
. High © 25 I > 
Moody commodity (1931 =100) + ie Son 380 410 399 404 395 
Farm products (1947-49 = 100) so 307.0 97.0 93.0 94.5 93:1 g2.1 Q4.2 
Industrial (1947-49 = 100) 4 .. 113.2 414.0 114.5 115.3 4115.6 115.6 115.7 
Consumers’ index (1947-49=100)  .. 113.5 114.4 4114.8 114.3 114.3 114.3 — 
Credit and Finance: 
Bank loans (billion $) .. aa wa 64.2 67.6 70.6 # 70.7 71.4 72.3 — 
Bank investments (billion $) .. - 77.5 78.1 3.3 83.7 83.7 98.2 - 
Bank loans (weekly) (billion $) eid 23.4 23.4 23.5 22.1 23.2 22.7 22.5 
Consumer credit (billion) 25.8 29.5 30.1 29.7 29.5 29.9 - 
Treasury bill rate (%) i - +. 99 1.93 0.95 1.26 1.18 I. 34 1.62 
U.S. Govt. Bonds rate (°%) 2.687 3.236 2.70 2.76 2.93 2.98 2. G2 
Money supply (billion $) - - he 3 8 200.9 209.7 209.4 207.0 205.3 — 
Federal cash budget (+ or —) (mill. $) -1,641 -—6,153 -—1,060 : — +4,126 — 


Notes.—Latest figures are preliminary or estimated. Yearly figures are given for private 
investment and equipment from 1952-54 and then quarterly figures at annual rates. Construc- 
tion figures show monthly averages 1952-54. Business sales and stocks, money supply, bank 
loans and consumer credit show amounts outstanding at the end of the period. Moody’s com- 
modity index shows high and low 1952-54, and end-month levels. Weekly bank loans are 
derived from partial returns only. Budget figures are cash totals 1952-54 and then quarterly. 

* Old basis. + Old series. 




















370 THE BANKER 


International Banking Review’ 


Australia 


HE total of Australia’s debt to hire-purchase institutions is officially esti- 

mated to have risen during 1954 from {A 10g millions to {A 160 millions. 

It is estimated that an additional 4A 40 millions was outstanding at the 
end of the year on transactions financed by individual manufacturers and 
retailers. The largest demands for hire-purchase finance in 1954 came from 
purchasers of motor-cars. 

The trade balance has shown no improvement since the beginning of 1955. 
Imports exceeded exports by £A 15 millions in April, whereas a year earlier there 
was a favourable balance of {A 14 millions. The decline in export earnings has 
been largely attributable to the contraction in Soviet purchases of Australian 
goods—from {A 25 millions in the nine months to March 31, 1954, to a mere 
{A 200,000 in the corresponding period of 1954-55. This is the outcome of the 
virtual ban put on purchases of Australian goods after the Petrov aftair last 
summer. The latest payments figures are given in the article on page 352. 

The conversion offer to holders of the Government loan maturing in April was 
under-subscribed by {A 10 millions. But the offer for cash of £A 40 millions of 
the same stocks was a success, being over-subscribed by £A 4 millions. 

The Australian Tariff Board asserts in its annual report for 1953-54 that the 
country’s payments difficulties should be dealt with by increasing exports rather 
than reducing imports. Injudicious or unbalariced raising of tariffs would, it 
states, do Australia more harm than good; and the Board holds out no prospect 
of a general increase in tariff rates. 


Austria 
The Minister of Trade, Dr. Udo Illig, has stated that the conclusion of the 
Austrian Peace [Treaty will involve large extra demands on the country’s economy. 
He pointed out that the Soviet Government is demanding I million tons of oil 
a year for ten years in payment for the oilfields it will hand back and another 
300,000 tons a year as part settlement of the other former German assets in 
Austria, all of which are now to be restored to Austria. The Minister claimed 
that the reserves in the Austrian oilfields amounted to only 30 million tons. He 
also contended that factories and properties returned by the Russians would 
need large capital expenditure to make them efficient and profitable; Austria 
would accordingly require more foreign credits or direct investments of foreign 
capital. 
Belgium 
The Exchange Office of the Belgian-Luxembourg Economic Union asserts in 
its annual report that the Belgian franc is now practically convertible. Residents 
of convertible currency countries can exchange Belgian francs into their own 
national currencies; residents of countries with inconvertible currencies can at 
present exchange Belgian francs only into their own currencies, but they will be 
able to convert them into dollars also as soon as their own governments ‘‘ drop 


* News of United States banking appears in ‘‘ American Review ”’ (page 3608). Brief editorial 
discussion of particular items of international banking news appears in ‘‘ A Banker’s Diary ’’ 
(pages 325-330 in this issue). 
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trade restrictions and payments agreements "’. For residents of the Union itself, 
the Belgian franc is said to be effectively convertible, since present regulations 
require only a few specific licences for imports, and these are granted liberally. 
Payments, including capital transfers, can be made to any part of the world. 


Brazil 


The effective rate for exports of cotton to the dollar and sterling areas has been 
devalued from 37.06 to 43.06 cruzeiros to the U.S. dollar, and the effective rate 
for shipments to other destinations from the equivalent of 35.55 to 41.31 cruzeiros 
to the dollar. This move has been made to help cotton exporters overcome the 
difficulty they have been experiencing in keeping their selling prices down to 
world market levels. Cotton exports received no relief in the partial devaluation 
of export exchange rates made early this year. 

The new Finance Minister, Senhor Whitaker, has indicated that he is in favour 
of extensive financial and economic reforms in Brazil, but has also asserted that 
precipitous changes in policy are not possible at present. He stated that in 
order to fight the inflation it was necessary to increase production—by the use 
of such stimvlants as larger credit facilities. He held further that, to encourage 
investment in Government stocks, the present bigh return on capital must be 
“ forced down ” 

A run on a number of banks in mid-May 1s stated by officials to have been the 
product of a “‘ planned campaign to provoke a general banking crisis’. The 
Government announced that it would place every resource at the disposal of the 
banks to enable them to face any difficulties. It has been reported that the 
official pronouncement had the effect of restoring confidence. 


Canada 


The Governor of the Bank of Canada, Mr. J. E. Coyne, has forecast a trend 
towards the “ Canadianization '’ of the economy during the next twenty years. 
He expects a decline in the relative importance to the economy of exports and 
imports, an increase in internal consumption of locally-produced raw materials 
and agricultural products, and increased development of secondary industry. 
He estimates that the country’s output will be doubled in the twenty-year period 
—instruments of fiscal and monetary policy will be successfully used to maintain 
a high level of employment. 

Interest rates turned sharply downwards in the first half of May after rallying 
in April; the day-to-day money rate weakened to a new nadir of $ per cent. 
further, a number of the leading commercial banks have now reduced the rate of 
interest on mortgage loans for new houses by } per cent. to 5 per cent. 

The total inflow of foreign capital for direct investment in foreign-controlled 
concerns amounted to Can. $325 millions in 1954. This was Can. $73 millions less 
than in the previous year. The decline was mainly attributable to a fall in the 
movement of funds from the United States. Direct investment by British concerns 
was at a post-war peak, at Can. $50 millions. About 50 per cent. of the year’s 
capital inflow went into the oil industry and 20 per cent. into mining. Direct 
Canadian investment abroad during the year amounted to Can. $70 millions, an 
increase of Can. $14 millions over 1953. 


Ceylon 
/ 
l‘ollowing the severe break in world tea prices the Government has announced 
its intention to absorb surplus stocks. Quantitative restrictions on the movement 
of tea to the London market have been relaxed and the central bank has been 
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asked to arrange with banks and other financial institutions for special credit 
facilities to be made available to producers unable to liquidate their stocks. 
A Parliamentary committee has been appointed to prepare a scheme of relief for 
tea smallholders during the crisis. 


Chile 


The balance of payments has continued to deteriorate; in the first four months 
of the year there was a deficit equivalent to $130 millions. It has been indicated, 
however, that it is the Government’s present intention to utilize any additional 
earnings from copper sales this year (recently estimated at $58 millions) to reduce 
arrears of commercial remittances. 


Colombia 


The Government has issued a decree abolishing export certificates and legalizing © 


free dealings in foreign exchange. In future all foreign currency derived from 
exports other than coffee and petroleum can be sold freely in the market. Corre- 
spondingly, imports of foreign goods (which formerly had to be paid for in exchange 
derived from export certificates) will now be financed by purchases of exchange 
in the open market. The free rate is expected to be at around 3.50 pesos to the 
U.S. dollar (in contrast with the rate of 2.50 still obtaining for coffee and petroleum). 
It is hoped that the more competitive export rate will stimulate sales of minor 
exports, which have been flagging in recent months. 

The International Bank for Reconstruction and Development bas granted 
Colombia a loan of $4.5 millions for the expansion of electric power capacity. 
The loan is for a period of twenty years and carries interest at 4? per cent. 


Denmark 


At the request of the International Monetary Fund, Denmark has repurchased 
against dollars the equivalent of U.S. $11 millions of the Fund’s holding of Danish 
currency. This will reduce the Fund’s holding of Danish kroner from 106 per 
cent. of the Danish quota to go per cent. 


Egypt 
The Finance Minister, Dr. Kaissouny, has announced details of the methods 
the Government intends to use to raise money to finance development projects. 
kor new long-term schemes, the National Bank of Egypt will make available up 
to {E1oo millions in free sterling; the money will be granted against security of 
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Government bonds, to be redeemable in fifteen years and bear interest at 3 per 
cent. lor short-term projects money will be drawn from the proceeds of the 
internal loan of {E150 millions, part of which the Treasury has already floated. 
Dr. Kaissouny stated that Egypt hoped to supplement these internal sources of 
finance by borrowing abroad, and announced that discussions were proceeding 
with the World Bank and with certain foreign financial institutions to this end. 

The Finance Minister has denied reports that the Government is contemplating 
the nationalization of the National Bank of Egypt. 

The annual report of the Egyptian central bank asserts that Egypt’s economy 
was marked in 1954 by stability and vigorous effort. Imports at {E160 millions were 
{E17 millions lower than in 1953, and as exports were {Er million higher, at {E138 
millions, the trade deficit was reduced from {E40 millions to {E22 millions. After 
allowing for invisible items, there was a surplus for the year of {E5 millions against 
a deficit of {ES millions in 1953. The report stresses the need for a further increase 
in production and argues that efforts must be made to encourage the inflow of 
foreign funds from tourism and investment. 


Finland 


The International Bank for Reconstruction and Development has made a loan 
of the equivalent of U.S. $12 millions to Finland to finance the expansion and 
modernization of the wood industries and to aid further development of electric 
power. Iwo commercial banks in the United States are participating in the loan 
(without the World Bank’s guarantee) to the extent of $2.3 millions; but the 
advance is to be mainly in European currencies. It is for a term of fifteen years and 
bears interest at 42 per cent. ‘ 

The Bank of Finland has concluded an agreement with the commercial banks 
concerning cash reserves. The banks will in future pay into a cash reserve with the 
3ank of Finland by the tenth of each month 4o per cent. of any increase in their 
deposits during the preceding calendar month. In the event of its deposits decreas- 
ing, a bank will be entitled to withdraw in turn 4o per cent. of the decline from 


its cash reserve deposit. 


France 

The Government has issued decrees to reform the tax system under the special 
powers granted to it by Parliament. The turnover tax is raised from 16.8 to 
19.5 per cent. to compensate the Treasury for the loss of revenue it will suffer 
as a result of the suppression of certain other taxes on business; and the company 
tax rate is increased from 36 to 38 per cent. to offset the loss of revenue caused 
by the lowering of the tax on small investment incomes. Other changes reduce 
taxes on essentials such as fruit, vegetables, butter and cheese. A Government 
statement has explained that the time is not yet ripe for fundamental financial 
reforms and that these will have to await the establishment of a better balance 
in the nation’s economy. 

The Treasury has announced that gold and foreign exchange reserves have 
risen to the post-war peak level of Frs. 507,000 millions—equivalent to $1,450 
millions. 


Germany 
The payments surplus in 1954 reached the equivalent of £225 millions, a 
reduction of £75 millions on 1953. The decline is officially attributed to the full 
resumption of ‘endian payments. Germany’s gold and dollar reserves have now 


risen to a level of about $2,000 millions. 
The Federal authorities are preparing to raise the liberalization of dollar 
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imports from 57 to 75 per cent. of total imports in 1953. This will remove a 
further 1,000 items from the quota list. 


Greece 


The Government has announced that all direct taxes will be increased by 
20 per cent. for one year to raise additional money to cover the cost of repairing 
earthquake damage and other outlays. Heavy extra duties have also been 
imposed on imports of sugar, petrol, coffee and timber. 

It has been decided to utilize the remaining $15 millions due from Italy in 
respect of war reparations to finance the country’s biggest post-war development 
scheme—a hydro-electric installation on the Acheloos River. The total cost of 
the scheme is estimated at the equivalent of $45 millions, and the additional 
finance is hoped to be secured from Government funds and from credits granted 
by the foreign company that is chosen to construct and operate the plant. 

The Greek authorities are reported to have intimated their willingness to 
accept a credit of DM. 200 millions first offered by Germany about two years 
ago. The credit is to be used to finance long-term investment projects, including 
the establishment by Krupps of Essen of a brown coal works and a nickel plant. 


India 
Import duties on British textiles have been considerably scaled down following 
representations by British manufacturers and the U.K. Government. The new 
level of the duties is at around 25 per cent., compared with previous levels of 
around 50 per cent. 
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Parliamentary approval is being sought for a Government measure to introduce 
a decimal coinage. The rupee will continue to be the standard coin, but its 
present division into 16 annas will be replaced by one providing for 100 cents 
per rupee. 

Irish Republic 

The budget for 1955-56 provides for expenditure of {112.7 millions against 
revenue (after tax concessions) of {110.5 millions, leaving a deficit of {2.2 millions. 
Tax changes introduced in the budget raise the income tax allowance for children 
from {85 to £100, increase the rebate allowed on the first 5,000 barrels of beer 
produced by breweries, and cut subsidies on flour. Provision is also made for 


the raising of old age pensions. 


Italy 


The President of the International Bank for Reconstruction and Development 
has stated that he will shortly recommend a loan of U.S. $70 millions to help 
finance development in Southern Italy. 


Japan 

The Executive Board of the Export Council has drawn up a programme aimed 
at raising Japan’s merchandise exports from the equivalent of U.S. $1,600 
millions in 1954-55 to U.S. $1,825 millions in the year to March 31, 1956. The 
programme provides for closer association between traders and industrialists, the 
establishment of monopoly corporations for the export of sewing machines, the 
streamlining of foreign trade controls as imports are liberalized, and an increase 
in the supply of credit available for backing export transactions. 

It has been reported that Japan intends to press for direct trade pacts with 
Commonwealth countries, particularly Australia. At present trade arrangements 
with these countries are governed entirely by the Anglo-Japanese sterling pay- 
ments agreement. 

The Finance Ministry has introduced new regulations to simplify the arrange- 
ment of foreign exchange business. The basic sterling-yen exchange has been 
made to vary on a day-to-day basis according to fluctuations in the sterling-dollar 
rate in London. Previously, the sterling-yen rate was altered only when the 
linance Ministry considered that longer-term trends in London warranted such 
an adjustment. 

Kenya 

The budget statement for the year to March 31, 1956, provides for increased 
duties on cigarettes, kerosene, tyres and many articles of clothing; but it imposes 
no further direct taxation except for an increase from 22s. to 25s. in the special 
tax on certain African tribes. After allowing for the additional £125,000 expected 
to come from the new duties, revenue is estimated at {25.3 millions, leaving an 
estimated deficit of {13.4 millions. Of this, {10 millions will be covered by a 
British Government grant. The Finance Minister has stated that it will be 
necessary to approach Britain for additional aid next year. He has also explained 
that the emphasis on indirect taxation in the budget is designed to attract 
overseas investment in the country, which would be unduly discouraged by 
further increases in direct taxation. 


Lebanon 


A semi-official credit organization is to be established in the Lebanon for the 
purpose of improving industrial and agricultural credit facilities. It will have a 








376 


MUSLIM COMMERCIAL BANK 
LIMITED 








AUTHORISED CAPITAL ° Rs. 3,00,00,000 /- 
PAID-UP CAPITAL , Rs. 75,03 ,000 /- 
RESERVE FUND , Rs. 7,50,000 '- 


Chairman of the Board of Directors: Mr. A. W. Adamjee 
General Manager: Mr. W. G. M. Anderson 
Head Office: McLeod Road, Karachi 
Branches throughout Pakistan 
CORRESPONDENTS ALL OVER THE WORLD 
NANANAAAAAS \NAAAAAAAAAAAAAAAAAAAAAS LAAN 


ane ee eee OOS OEE OEE OEE EE EEE SESE EE OEE EEE EEE EEE EEE =x... 7. 





SSAA SSS SSS SSS SS SSS SSS SSS SS SSS SS SSS SASS SSL VSSATSS VASA PSBVPSABPPsVsVsssesessa esses ss 


BANQUE SUD BELGE S.A. 


HEAD OFFICE: 
20, BOULEVARD DE L’YSER, CHARLEROI! 
BRANCHES: 

CHAUSSEE DE BRUXELLES, 134/136, JUMET 
PLACE VERTE, I, FLORENNES 
CHAUSSEE DE LODELINSART, 56, GILLY 
BELGIUM 


Telegrams : SUBEL for Head Office 
Codes : Peterson 3rd Edition, Bentley 


CREDIT SUISSE 


(ESTABLISHED 1856) 
Capital and Reserves Swiss Francs 225,000,000 




















With Branches in all parts of Switzerland and 
also at 25 Pine Street, NEW YORK, and with 
Correspondents throughout the World the 
CREDIT SUISSE, one of the oldest and largest 
BANKS of Switzerland, provides an efficient 
service for all kinds of banking transactions. 


Please address your enquiries to the Head Office in Zurich, or to: 
THE UNITED KINGDOM REPRESENTATIVE 
ROBERT J. KELLER 
4 Tokenhouse Buildings, Kings Arms Yard, London, E.C.2 
AFFILIATED COMPANIES 


SWISS AMERICAN CORPORATION, 25 Pine Street, NEW YORK 
CREDIT SUISSE(CANADA) LTD., 1010 Beaver Hall Hill, MONTREAL 





























INTERNATIONAL BANKING REVIEW 377 











capital of Leb. £5 millions, of which 40 per cent. will be subscribed by the Govern- 
ment and the remainder drawn from the local capital market. 


Malaya 

The Government of the Federation of Malaya has imposed new import duties 
on a wide range of goods. This constitutes a first move towards raising addi- 
tional money to reduce the budget deficit, which is now expected to amount to 
about Malayan $175 millions in the current year. The new duties are expected 
to yield a sum of about Malayan $15 millions in a full year. 

The Malayan Federal Government has been assured that it can, if necessary, 
count upon help from the British Government for its replanting scheme for the 
rubber industry—subject to the Federation making its own maximum contri- 
bution towards meeting any loss that the scheme might entail. The scheme, 
which involves a total expenditure of M$33.5 millions, is designed to encourage 
greater investment in the rubber industry from both local and overseas sources. 

At the opening session of Singapore's first Legislative Assembly, the Governor, 
Sir John Nicoll, pointed out that in view of the increase in expenditure entailed 
by existing development plans, it was the intention of the new Labour Front 
Government to introduce as soon as possible such measures for increasing revenue 
as were considered practicable. The speech also announced a programme of 
social reform, the establishment of an economic commission (to advise the Govern- 
ment on suitable lines of development), the creation of a central bank and an 
official plan to give maximum encouragement to local and overseas investors. 


Netherlands 
Restrictions on transactions by residents in foreign securities have been 
relaxed. It has been stated, however, that there is no question at present of 
making foreign exchange freely available for purchases of securities abroad; 
transactions may be arranged only by drawing on the proceeds of the sale abroad 
of Netherlands-held securities. Investors have also been given permission to 
deposit foreign securities abroad. 


New Zealand 
The Government has appointed a Royal Commission of six experts to investi- 
gate New Zealand’s monetary affairs. The Commission will consider any monetary, 
banking and credit proposals that may be put forward as being suitable for 
application in New Zealand and will subsequently report on the advisability of 
any changes in the present arrangements. 


Norway 

The International Bank for Reconstruction and Development has announced 
a scheme under which it will co-operate with the private investment market to 
provide Norway with U.S. $40 millions for financing the foreign exchange cost 
of capital goods required for the development of the Norwegian economy. The 
bank will provide $25 millions of this sum in a loan repayable over 20 years and 
bearing interest at 4? per cent. The remaining $15 millions is being raised by 
United States investment firms and banks through a public issue of Norwegian 
State bonds having final maturity dates ranging up to ten years. 


Peru 


The International Bank for Reconstruction and Development has made a loan 
to Peru of U.S. $18 millions to finance an irrigation project. The advance is for 
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25 years and bears interest at 43 per cent.; amortization is due to begin in 1959. 
A second loan of U.S. $2.5 millions to a private Peruvian company to assist the 
construction of a cement plant has also been announced by the bank. This 
loan is for 15 years and carries interest at 42 per cent. 


Sweden 


The re-discount rate was raised in mid-April from 2? to 3? per cent., and 
consequential increases made in money market rates. The new policy is discussed 
in detail in an article on page 363. 

The Government has announced an increase in the company tax rate from 
40 to 50 per cent. of net income from the beginning of next month. Companies 
in Sweden bear in addition municipal taxes averaging about 10 per cent. of 
income, so that the total company tax rate will be raised to around 60 per cent. 


Switzerland 


The Swiss banking house of Leu & Co. Ltd., the oldest in the confederation, 
has recently celebrated its bi-centenary. 


Venezuela 


A survey prepared by the Commercial Secretary to the British Embassy points 
out that Venezuela, as the largest exporter and second largest producer of oil in 
the world, is now offering a large market to exports from the United Kingdom. 
It demonstrates that it is the policy of the Venezuelan Government to invest the 
country’s large earnings from oil in the expansion of secondary industry, electric 
power and transport facilities and that there are, therefore, wide opportunities for 
the sale of British capital goods. 





Appointments and Retirements 





Anglo-Portuguese Colonial and Overseas Bank—Mr. F. Neubergh has been elected to the 
Board and appointed managing director. 

Barclays Bank—London—Head Office: Mr. W. Turner, from Ilford, to be general managers’ 
assistant; Barnes: Mr. D. G. Stephen, from New Bond St., to be manager; Hackney, The Triangle: 
Mr. F. J. McNamara, from Stepney, to be manager; IJ/ford, High Rd.: Mr. R. Hyde, from New 
Southgate, to be manager; Anightsbridge: Mr. C. P. Burnett, from Piccadilly Circus, to be 
manager; New Southgate: Mr. D. Bryden-Brown, from Walham Green, to be manager; 451 Oxford 
St.: Mr. H. N. Inwood, from Knightsbridge, to be manager; Stroud Green: Mr. E. A. J. Roberts, 
from Cricklewood, to be manager; Tclworth, Broadway: Mr. D. H. Fraser to be manager. 
Birmingham, St. Paul’s Sq.: Mr. E. J. Hill, from Wolverhampton, to be manager. Cambridge 
District, Lecal Head Office: Mr. E. A. G. Cawdry to be a local director. Eastbourne, Terminus 
Rd.: Mr. L. A. Lelliott, from Hove, to be manager. Hove—Bvrunswick Pl.: Mr. T. L. Near to 
be manager; Town Hall: Mr. E. P. Tong, from Brunswick Pl., to be manager. Hull, Cottingham 
Rd.: Mr. T. H. Woolsey, from Beverley Rd., to be manager. Leamington Spa: Mr. G. Weller, 
from Birmingham, to be manager. Looe: Mr. J. G. Longmore, from Penzance, to be manager. 
Neath: Mr. H. W. Hughes to be manager. 

British Bank of the Middle East—Sir Dallas Bernard to be chairman on retirement of Lord 
Kennet, who retains his seat on the Board. 

British Linen Bank—VForres: Mr. J. L. Smart, from Perth, to be manager on retirement of 
Mr. R. A. Ferguson. 

Clydesdale & North of Scotland Bank—Lumphanan: Mr. I. G. A. McLean, from New Deer, 
to be manager. Strichen: Mr. D. Asher, from Lumphanan, to be manager on retirement of 
Mr. R. M. Royan. 
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District Bank—Sir Henry Spurrier, managing director of Leyland Motors Ltd., has been 
appointed a member of the Board. Carlisle: Mr. J. L. Osbaldeston, from Bredbury, to be 
manager. Fleetweod: Mr. J]. J. Ratcliffe, from Carlisle, to be manager. St. Helens: Mr. C. 
Massey, from Southport, to be manager. 

Industrial and Commercial Finance Corporation—Mr. L. G. Whyte has been appointed a 
director; Mr. P. G. Wreford has been appointed manager of Estate Duties Investment Trust Ltd. 
Lloyds Bank—London—Wimbledon: Mr. R. G. Turton, from St. James’s St., to be manager on 
retirement of Mr. H. J. H. Browne. Amersham-on-the-Hill: Mr. J. M. Coombs, from Norbury, 
to be manager. Cannock: Mr. E. F. Robinson, from Hednesford, to be manager on retirement 
of Mr. L. R. A. Lubbock. Caversham: Mr. E. F. Brook, from Palmeira, Hove, to be manager 
on retirement of Mr. S. Davies. Cheltenham: Mr. J. E. Fitzgerald, from Bath, to be manager 
on retirement of Mr. F. O. Hibbs. Cinderford: Mr. S. G. Thomas, from Crickhowell, to be 
manager. Corby: Mr. T. S. Crook to be manager. Dever: Mr. A. Westwater, from Herne Bay, 
to be manager. Folkestone: Mr. K. H. T. Wheeler, from Dover, to be manager on retirement 
of Mr. W. J. St. C. Rumbold. Harlow: Mr. D. E. Wood to be manager. Hednesford: Mr. A. R. 
Davis, from Cannock, to be manager. Huntingdon: Mr. D. F. Hawkes, from Ely, to be manager 
on retirement of Mr. G. W. Knights. Ilfracombe: Mr. R. F. F. Sheppard, from Axbridge, to be 
manager in succession to the late Mr. S. D. Tyrer. Lydney: Mr. W. J. H. Smith, from Cinderford, 
to be manager on retirement of Mr. S. G. Griffin. Newark: Mr. E. P. Foster, from Cirencester, 
to be manager. Nuneaton: Mr. S. N. Thompson to be manager. Penryn: Mr. D. Winn, from 
Bridgwater, to be manager. Pontardawe: Mr. E. L. Evans, from Ammanford, to be manager 
on retirement of Mr. W. G. Price. Portsmouth, High St.: Mr. J. R. P. Simpson, from Winchester, 
to be manager on retirement of Mr. C. R. Tucker. Rickmansworth: Mr. R. L. Adams, from 
Gillingham, to be manager on retirement of Mr. W. H. Gibson. 


Martins Bank—Cardiff: Mr. K. Harris-Hughes, from Shrewsbury, to be manager. Heywood: 
Mr. H. C. Sutcliffe to be manager. Jpswich: Mr. K. C. Batten, from St. Helens, to be manager. 
Manchester, Chorlton-cum-Hardy: Mr. H. Cumberlidge, from Heaton Chapel, to be manager. 
Newcastle upon Tyne, Gosforth and Forest Hall: Mr. F. W. Burdon, from Ipswich, to be manager. 
St. Helens: Mr. I. C. Halliwell, from Manchester District Office, to be manager. Shrewsbury: 
Mr. G. H. M. Clayton, from Skipton, to be manager. 


Midland Bank—Sir Frank W. Morgan, chairman of Prudential Assurance Co. Ltd., has been 
elected a member of the Board. London—Barbican: Mr. P. H. Youngman, from Maida Vale, 
to be manager on retirement of Mr. J. H. Fletcher; 315 Fulham Rd.: Mr. H. J. Roper to be 
manager on retirement of Mr. W. E. Bransdon; Maida Vale: Mr. W. C. Carvosso, from Twicken- 
ham, to be manager; Rosebery Ave.: Mr. J. H. Searle, from Temple Fortune, to be manager on 
retirement of Mr. F. Parsey; Southwark Park Rd.: Mr. A. H. G. Jeffries, from West Smithfield, 
to be manager on retirement of Mr. P. R. A. Webber. Bury: Mr. J. F. Stoppard, from Liverpool, 
to be manager. Epsom: Mr. E. L. Jennings, from Littlehampton, to be manager. Guildford: 
Mr. N. E. B. Lomax, from Newport (Mon.), to be manager on retirement of Mr. C. O. Hunt. 
Hove, Portland Rd.: Mr. V. G. Tolhurst, from Brighton, to be manager. Littlehampton: Mr. 
E. G. Sherrington, from Eastbourne, to be manager. Newport (Mon.), Bridge St.: Mr. L. G. 
Marshall, from Epsom, to be manager. North Shields: Mr. H. L. Smith, from Scarborough, to 
be manager. Sheffield, Wocdseats: Mr. J. S. Butterfield, from Pontefract, to be manager. South 
Cave: Mr. A. R. Baker, from Hull, to be manager on retirement of Mr. J. A. Lamb. Tunbridge 
Wells, Mount Pleasant: Mr. |]. M. Waddell, from Hove, to be manager on retirement of Mr. 
W. F. Cook. 

National Provincial Bank—London—City Office: Mr. W. F. Hunt, from Smiths Office, Lombard 
St., to be deputy manager; Cornhill, Prescott’s Office: Mr. E. M. Gaynor, from Piccadilly, to be 
manager on retirement of Mr. F. E. Usher; Piccadilly: Mr. L. G. Hunt, from City Office, to be 
joint manager; Pont St.: Mr. A. J. Lacey, from Mayfair, to be manager; Regent St.: Mr. D. T. 
Maynard, from Pont St., to be manager on retirement of Mr. J. C. Carlisle. Dorking: Mr. 
C. P. B. South to be manager on retirement of Mr. T. H. Hale. 


Royal Bank of Canada—Mr. J. D. Johnson has been elected a vice-president. 


The Royal Bank of Scotland—Head Office: Mr. W. R. Ballantyne to be sole general manager 
on retirement of Mr. W. A. Watt. Londen (City) Office: Mr. I. B. White to be assistant general 
manager; Mr. J. McQ. Smith to be manager. Fort William: Mr. D. H. McGillivray, from Prest- 
wick, to be manager on retirement of Mr. N. C. Morgan. Keith: Mr. J. H. Walker to be sole 
manager following the death of Mr. J. H. Munro. 

Westminster Bank—London—Lothbury: Mr. D. H. L. Clanchy to be manager on retirement of 
Mr. W. L. Cooper; Mr. W. E. Edwards, from Mark Lane, to be deputy manager; Mark Lane : 
Mr. J. H. Griffiths to be manager. Hungerford: Mr. G. R. C. Pfaff, from Newbury, to be manager 
on retirement of Mr. L. R. Palmer. St. Albans: Mr. G. K. Ditchfield, from Clacton-on-Sea, to be 
manager in succession to the late Mr. G. W. Tidy. Sidmouth: Mr. R. E. Hallett, from 
Paignton, to be manager. Worthiny, Rowlands Rd. and Littlehampton Rd.: Mr. R. A. Lane, from 


Sidmouth, to be manager. 
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Banking Statistics 


Trend of *“* Risk ’’ Assets 


(Figures in italics show percentages of gross deposits) 





Actual {mns. 











£mns. 











I95I 1954 1955 Change Change since 
Oct Nov. Apr. Apr. on Year Oct., 1951 
barclays: 
Advances 308.5 371.0 350.6 413.4 + 56.8 44.9 
yA - 29.2 29.3 26.5 30.3 
Investments 316.4 425.7 501.7 503.2 I.5 156.5 
| . 25.0 33.6 37-3 36.9 
Lloyds: 
Advances 345-2 351.1 307.0 359.4 52.4 14.2 
of ia 30.2 30.7 26.4 30.8 
Investments 279.6 371.2 418.7 402.7 - 16.0 123.1 
10 ~ 2.5 36.0 34-5 
Midland: 
Advances 393.3 397.1 364.2 430.8 72.6 43.5 
% ci 29.6 30.1 26.9 31.8 
[Investments 329.4 433.8 489. 3 490.0 0.7 160.6 
% - i 24.9 2.8 36.1 35.6 
National Provincial: 
Advances 290.3 298.1 274.0 280.9 6.9 - Q.4 
0 . 35-4 37 +2 33-8 34-9 
Investments 165.9 230.9 253.1 260.8 7.9 94.9 
a ~ 20.2 28.8 42 32.4 
Westminster: 
Advances 248.6 249.5 226.3 274.3 48.0 25.7 
5 od 31.2 31.6 27.5 33-9 
Investments 209.4 263.6 290.3 275-4 - I4.9 66.0 
% 26.3 33-4 35-3 34-1 
District: 
Advances 60.1 62.6 55-9 67.8 11.9 7.9 
y/ os 25.6 26.6 23.4 28.8 
Investments 71.5 91.6 93.8 86.0 - 7.8 14.5 
"0 30.5 35.9 39-2 36.6 
Martins: 
Advances 89.6 OI.4 86.4 104.9 + 18.5 15.3 
% - 29.1 29.3 27=5 34-9 
Investments 78.6 102.8 117.4 100.1 17.3 21.5 
% ‘i a 25.5 33-0 37-3 33.3 
Eleven Clearing Banks: 
Advances ‘a 1,897.0 1,925.2 1,772.1 2,067.9 295.8 170.9 
A acy 30.6 Loe 27.8 32.4 
Investments 1,555-2 2,032.7 2,279.9 2,217.1 62.8 661.9 
0 25.1 32.9 35-7 34-7 
Trend of Bank Liquidity 
951 1952 1953 1954 1955 
Oct.¢ Nov. Apr. Apr. Oct.{ Dec. Mar. Apr. Jan. Feb. Mar. Apr. 
Liguid Assets:* % % % % % % "le w 5 e % % %e 
Barclays 40.0 32.8 31.6 31.4 35.0 34.8 31.3 32.6 34.1 29.8 28.8 30.4 
Llovds 40.0 32.8 31.3 31.0 36.9 36.0 33.0 33.6 35.1 31.0 31.1 2.0 
Midland 40.2 32.8 32.2 34.3 38.3 396.0 34.3 33.7 39-4 33.9 30.1 29.9 
National Prov. 36.4 30.6 31.1 29.8 37.2 39.5 33-9 32.8 38.2 34.4 30.7 31.1 
Westminster 30.7 30.4 30.9 35.8 37.6 37.0 34.2 33-5 32.6 30.0 29.7 29.5 
District 38.0 30.§ 29.5 33-9 35-7 35-$ 33-2 -33-7 38.3 38.7 33.5 33-7 
Martins .. 39.8 33.2 34.3 23.9 33.6 34.6 33.3 33.6 30.9 38.0 26.§ 29.2 
All Clearing 
Banks 39.0 32.0 31.6 32.4 36.6 36.8 33.0 33.1 34.4 31.3 29.9 30.5 
* Cash. call isonev and bills. + Eve of ‘new’ monetary policv. { After third funding. 
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Banking Trends over Thirty Years* 
“ Risk ”’ Assets 
Liquid Assets 
Net Invest- Combined 

Averages Deposits Actual Ratio T.D.R.s ments Advances’ Ratio 
of Months: {mn. {mn. % {mn. {mn. % 
1921 i 1,759 680 38 oo 325 833 64 
1922 - 1,727 658 37 — 391 750 64 
1923 - 1,628 581 35 — 350 701 67 
1924 ka 1,618 545 33 — 341 808 69 
1925 e 1,610 539 32 — 286 856 69 
1926 - 1,615 532 32 — 265 892 70 
1927 - 1,661 553 32 — 254 928 69 
1928 7 1,711 584 33 -—- 254 948 68 
1929 - 1,745 508 32 — 257 991 69 
1930 - 1,751 596 33 — 258 963 68 
1931 we 1,715 560 32 —_ 301 919 69 
1932 - 1,748 611 34 — 348 844 67 
1933 = 1,909 668 34 = 537 759 66 
1934 -. 1,834 576 31 — 560 753 70 
1935 “7 1,951 623 31 — 615 769 69 
1936 - 2,088 692 32 — 614 839 68 
1936 - 2,160 713 32 — 643 865 68 
1937 ssh 2,225 683 30 — 652 954 70 
1938 i 2,218 672 30 -~ 637 976 71 
1939 - 2,181 648 29 - 608 9gI 71 
1940 - 2,419 785 31 73 666 955 65 
1941 - 2,863 676 23 495 894 858 59 
1942 wi 3,159 712 22 642 1,069 797 57 
1943 * 3,554 723 20 1,002 1,147 747 52 
1944 ” 4,022 788 19 1,387 1,165 750 46 
1945 - 4,551 886 19 1,811 1,156 768 41 
1946 - 4,932 1,280 25 1,492 1,345 888 44 
1947 _ 5,403 1,646 29 1,308 1,474 1,107 40 
1948 - 5,713 1,703 29 1,284 1,479 1,320 47 
1949 - 5,772 1,920 32 983 1,505 1,440 49 
1950 - 5,811 2,345 39 430 1,505 1,603 52 
1951 - 5,931 2,308 38 247 1,624 1,822 56 
1952 ss 5,856 2,097 34 — 1,983 1,838 62 
1953 we 6,024 2,201 35 — 2,163 1,73! 62 
1954 a4 6,239 2,190 34 — 2,321 1,804 64 
1951: 

Oct.t 5,981 2,423 39.1 177 1,555 1,897 55-7 

Nov. f 5,973 1,981 32.0 108 2,033 1,925 64.0 
1954: 

Apr. - 6,088 2,112 24, — 2,280 B72 03.5 
1955: 

Feb. de 6,257 2,042 31.3 — 2,298 2,000 65.9 

Mar. pc 6,139 1,917 29.9 — 2,281 2,024 67.2 

Apr. 2 6,147 1,947 30.5 — 2,217 2,068 67.1 


* Ten clearing banks for 1921-35, thereafter eleven except for italicized line for 1936. 
+ Bank statements immediately before and after the launching of the ‘‘new’”’ monetary 


policy and the first special funding operation. 





Floating Debt 


BANK ADVANCES IN GREAT BRITAIN* 
(LATEST QUARTERLY STATEMENTS) 











May 22, April 30, May 7, May 14, May 21, 
1954 1955 1955 1955 1955 
Ways and Means Advances: fm. ém. fm. ém. £m. 
Bank of England .. — a 0.7 _ 
Public Departments 305.0 273.9 258.5 275.8 295.7 
Treasury Bills: 
Tender 3290.0 3250.0 3260.0 3270.0 3270.0 
Tap.. 1595-7 1797.1 1769.1 1760.7 1768.8 
5190.7 5321.0 5257.0 5307.2 5334-5 





_- 
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BANKING STATISTICS 
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National Savings 


(£ millions) 
Change 
Savings in Total Total 
Certi- Defence Savings Total Accrued Defence Remain- Remain- 
ficates Bonds Banks Small Interest Bond ing ing 
(net) (net) (net) . (net) Maturity Invested Invested 
1951-52 +19.8 —14.7 - 90.3 — 85.2 94.1 —42.6 —36.5* 6094.3 
1952-53 + 20.8 -I1.3 -131.6 -122.1 88.3 —45-5 —73.4* 6020.9 
1953-54 - +19.0 + 0.3 ~- 79.3 — 60.0 88.6 —38.4 -12.2* 6008.7 
1954-55 45-0 - 50.0 - 35-5 + 39.5 89.4 16.0 +120.8 6129.6 
April 0.4 0.9 - 0.7 - O15 $.0 — 4.6 5.0 6011.0 
1955-50 
April 4.0 2.7 +7 -~1I1.0 8.1 — 1.1 + 18.0 6147.6 


* After taking account of 
securities other than defence bonds. 





net sales through the Post Office Savings 


Britain’s Gold and Dollar Reserves 


Banks of Government 











(Millions of U.S. dollars) 
Net Gold and Dollar 
Surplus (+) or Deficit (—) Financed by: 
Reserves 
Net Special at End 
Years and With With Surplus Ameri- Payments Change of Period 
Quarters E.P.U.* Other or can and in 
Areas Deficit Aid Creditst Reserves 
1949 - _ —-- — 1532 1196 + 168 — 168 1688 
1950 ‘%  } Ba +791 + 805 762 + 45 +1612 3300 
IQ5I i << —1I12 — 876 — 988 199 —- 176 — 965 2335 
1952 o oa = — 460 — 736 428 —- 181 — 489 1846 
1953 is -. +113 + 433 + 546 307 — I81 + 672 2518 
1954 ve ». + 85 +407 + 492 152 — 400 + 244 2762 
1953: 
I + 95 +119 + 214 106 -— + 320 2166 
II + 42 + 938 +- 140 61 — + 201 2307 
III - 19 +. 55 + 36 83 ~- + 119 2486 
IV - 5 +161 + 156 57 — 181 + 32 2518 
1954: 
I + 5 +-102 + 107 60 —- + 167 2685 
Il 61 +253 314 18 — + 332 3017 
IT] 3 + 57 + 60 35 — 2I! — 116 2901 
IV + 16 - 5 + I! 39 - 189 —- 139 2762 
1955: 
January —- 10 - 2 - 12 13 -~- + I 2763 
February 6 - 103 - 97 15 —— - 82 2081 
March 3 - 30 27 21 . 8 - I4 26607 
I I — 135 - 136 49 8 - 95 2007 
April... I 3 if 2 17 19 2086 


* Portion of monthly deficit or surplus settled in gold (in month following each accounting 


period). 


+ Comprising a “‘ repurchase ”’ of sterling from the International Monetary Fund in August; 
the initial payment on the funding of part of Britain’s overdraft with the European Payments 
Union in July; and service charges on the U.S. and Canadian loans in December of 1951, 1952, 


1953 and 1954. 


The special credits comprised $4,909 millions from U.S. and Canadian credits in 


1946-50; $420 millions from the I.M.F. in 1947-49; and $325 millions from the South African 
zold loan of 1948. 





INDEX—-Owing to the need to reduce the size of this issue of THE BANKER to 


conform with the postal restrictions obtaining during the rail strike, it has not 
It will be pub- 


been possible to include the Index for January—June this month. 


lished as soon as conditions permit. 























BANCO DE CREDITO DEL PERU 


Peru’s Oldest National Commercial Bank 
Established in 1889 





Excerpts from the Sixty-seventh Annual Report 





YEAR ago we summed up our cus- 
tomary report on the country’s situation 
as follows: 

‘Importers and foreign suppliers took 
advantage of the benefit of Peru’s sound system 
of trade and foreign exchange freedom, result- 
ing in an important deficit of our foreign trade 
balance that could not fail to reflect on our 
currency quotation. In a country with 
economic freedom, like Peru, the rate of 
exchange will necessarily adapt itself to the 
occasional necessities of the situation, and the 
fluctuations, if kept within certain limits, are 
propitious to maintain activities on a reason- 
able level. On the other hand, the stability of 
our rate of exchange must constitute the basic 
objective of our economy. To this purpose 
all our active forces can and must contribute, 
because only a sound and stable currency will 
permit a balanced economic development. It 
will help to avoid disturbances in prices and 
consequently in the cost of living and thus 
represent a basic factor of the necessary social 
tranquillity. Towards this end our Govern- 
ment has already put into practice certain 
measures tending to adjust investments of the 
budget income in public works to figures more 
in accordance with present changed economic 
conditions, to avoid excessive credit expansion 
and to correct commercial practices as regards 
imports considered as opposed to the national 
convenience.’ 

To-day a substantial change in the economic 
situation of Peru is noticeable, partly as a 
consequence of an opportune development of 
external factors, but primarily thanks to the 
different sectors of our national activities 
Government, banks, industry, commerce, etc. 

which, in a co-ordinated way, complied with 
the duties imposed by prevailing conditions. 
The policy of a balanced budget, marked by 
a notable moderation in public expenditure, 
avoided an inconvenient pressure of the 
Treasury on the Central Bank, and permitted 
this latter to keep the increase of means of 
payment within moderate limits. Commercial 
banks avoided excessive credit expansion, con- 
tinuing nevertheless to supply sound credit 
support to our economy without the risks of 
inflation. 

These policies in public finances and bank 
credit, coupled with a comprehensive attitude 
of our commercial circles, was reflected in the 
volume and value of imports, which showed a 
fairly substantial decline. Exports increased 
notably, reaching very nearly their record 
level of 1951. This permitted, after three 
consecutive years of negative balances, to 
cover the cost of imports almost entirely. 


Excellent Foreign Exchange Position 


Naturally, such favourable foreign trade 


development influenced the exchange situation, 
which, although foreign investments were 
inferior to the preceding years, reflected at the 
vear end an almost equilibrated balance of re- 
ceipts and expenditure. The country was ina 
position to fulfil duly not only its foreign 
exchang> commitments resulting from _ its 
external debt agreement, but also its short- 
term commercial obligations, and. it is grati- 
fying to note that during the year under 
review, Peru liquidated 98.1 per cent. of the 
foreign bills that were remitted for collection. 

Due to the measures adopted by our public 
and private circles, and without having re- 
course to the stabilization credit, extended by 
the U.S. Treasury, the International Monetary 
Fund and the Chase National Bank of the 
City of New York, our currency, after a period 
of intranquillity at the end of 1953 and begin- 
ning of the present year, found a stable level. 
Towards the maintenance of this stability the 
Banco Central de Reserva co-operated during 
the last months of the year with the object of 
avoiding inconvenient fluctuations in the rate 
of exchange. 

Favourable Agricultural Results 

The cotton crop was unprecedented, princi- 
pally due to yields obtained in the Piura 
Valley by irrigation from the Quiroz River; 
sugar production, benefiting by the constantly 
improved cultivation systems, reached a record 
level. The rice crop, although less favourable 
than in 1953, completely covers the needs of 
domestic consumption, leaving for the third 
consecutive vear an exportable surplus. Our 
typical Sierra crops were satisfactory, too, and 
coffee was placed in increasing quantities in the 
international markets. 

The favourable development of agriculture 
during the year is the result of the constant 
joint effort displayed by the State and private 
enterprise. Banco de Fomento Agropecuario 
del Peri’ gradually increased its participation 
in the direct financial support to all sectors of 
farming and livestock raising. 

Prices of wool, a basic factor in southern 
Peru’s economy, maintained relatively stable 
levels, which may be considered satisfactory. 

Equally favourable results, according to 
available data, may be expected from mining 
activities, whose constant expansion continues 
to be a conclusive evidence of the advantages 
of the present legislation. The latest and 
convincing proof in this respect 1s represented 
by the agreement celebrated between the 
Supreme Government and the Southern Peru 
Copper Corporation for the development of the 
Toquepala, Quellaveco and Cuajone copper 
deposits. 

Oil production has been slightly superior to 


xItii 








1953, but the results obtained so far do not 
allow an accurate evaluation of the country’s 
possibilities in this field. 

From a general standpoint, manufacturing 
industries, many of which continued to 
receive adequate customs protection, were able 
to develop their activities more favourably 
than in previous years. In this respect we are 
pleased to point out that the development in 
this sector was characterized not only by a 
notable progress of already existing industries, 
through the enlargement and renewal of their 
installations, but also by the realization of new 
initiatives of evident importance to the coun- 
try. These results, obtained, in some instances, 
by a harmonious association of national and 
foreign capital, do not, however, eliminate the 
urgent necessity to increase Banco Industrial’s 
capital to a figure in accordance with the 
function which, like the other Fomento Banks, 
it is called upon to fulfil in support of our 
manufacturing industries of lesser financial 
capacity. 

In the commercial sector some difficulties 
were noticeable in certain fields which, how- 
ever, it should be emphasized, did not affect 
sound and well-managed concerns. 


The Balance Sheet 


Our Institution continued to give support to 
all essential economic activities. On the other 
hand, customers’ deposits entrusted to our 
Institution indicated at the year end an 
increase of 90 million soles over the preceding 
year. 

On November 6, 1953, the paid-up capital 
of the Bank was raised from S/.60,000,000.00 
to S/.80,000,000.00 by means of the issue of 
200,000 shares. 

After having written off investments made 
during the year in buildings, furniture and 


fittings, and after making depreciations and 
provisions, the profits obtained in 1954 
amount to .. -. S/. 17,342,931.28 
which together with the 

balance of undistributed 


profits of previous years 2,629,883.49 


. 
_ 





makes a total of .. S/. 19,972,814.77 





Ve propose that this sum be distributed as 
follows: 
To the Ordinary Reserve. . 
To the Shareholders a divi- 
dend of 16%, of which 
6°% has already been paid __e,, 
To the Board of Directors 
and the Personnel of the 
Bank, in accordance with 
Article 40 of our Statutes __,, 
Leaving in the _ Extra- 
ordinary Reserves 
account a _ balance of 
undistributed profits of 


S/. 3,500,000.00 


12,800,000.00 


I ,7 34,293.13 








previous years of -. pop 2,096, 921.64 
Total ce -- S/. 19,972,814.77 

Once the above distribution has_ been 
approved, the Capital and Reserves of the 


Bank will be as follows: 





Paid-up Capital .. .. S/. 80,000,000.00 
Legal Reserve P ,, 20,000,000.00 

Legal Reserve of the S Sav- 
ings Department ae », 31,000,000.00 
Ordinary Reserve .. - ,, 13,400,000.00 

Undistributed profits of 
previous years .. > os 1,938,521.64 
Total “a .. $/.146,338,521.64 








Lima, February 25, 1955. 





ASSETS 
382, 103,760.92 
1,198,577,619.22 
25,206,769.90 


Cash and Funds Available ..  S/. 
Loans and Discounts te 
Securities 

Securities held as Guarantee 


for Savings Deposits - _ 16,189,885.00 
Bank Premises, Furniture 

and Fixtures yt ae 1,800,001.00 
Exchange Operations ; 191,001 ,003.45 
Sundry Debtors < ~» o 106,072,532.3 





S/. 1,920,951,571.80 


Securities held as Collateral 
against Loans, and in Safe 


Custody... a -. gs 974,294,961.78 
Bills for Collection .. i » 881,023,414.11 
Mortgage Guarantees sd ie 80,866,496.04 
Debtors per Contra .. ie. oe 93,437,597.98 





S/. 3,950,574,041.71 





BANCO DE CREDITO DEL PERU 
CONDENSED BALANCE SHEET 


31st December, 


1954 
LIABILITIES 

Capital 7 “s a © §&0,000,000.00 
Reserves ~ a oa - 63,529, 8383.49 
Deposits - 5, 1,388,636,807.82 
Exe hange Operations a »» 191,239,122.75 
Provisions and Sundry 

Creditors .. aise ” 180,202 ,826.46 
Profit and Loss Ace ount a 17,342,931.28 





S/. 1,920,951,571.80 


Deposits of Securities held as 


Collateral against Loans, 

and in Safe Custody » 974,294,961.78 
Deposits of Bills for C ollec tion » 881,023,414.11 
Mortgage Guarantees i" 80,866,496.04 
Creditors per Contra co (ah 93,437,597.98 





S/. 3,950,574,041.71 
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HAMBROS BANK LIMITED 


Head Office : 


HE forty-third annual general meeting 

of Hambros Bank Ltd. will be held on 

Thursday, June 2, 1955, at the offices of 
the Bank, 41 Bishopsgate, London, E.C.2. 


The following is the statement of the chair- 
man, Mr. Olaf Hambro, circulated with the 
report and accounts for the year to 31st March, 
1955: 

I would like, before turning to the activities 
of the Bank, to refer with regret to the resigna- 
tion from the Board of Mr. Axel Wallenberg, 
who is not offering himself for re-election owing 
to age. He has been a Director since 1938 
and followed his brother, the late Mr. K. A. 
Wallenberg, on the Board. 


The year covered by the enclosed Accounts 
to 31st March, 1955, has been one of varied 
experiences for the banking community. After 
nine months of more or less easy money con- 
ditions the two rises in the Bank rate created 
considerable confusion in the Market. The 
first and unusual rise of 4 per cent., though a 
warning, was followed by an _ unexpected 
further rise of 1 per cent. This had the 
inevitable consequence of causing a consider- 
able fall in the price of Government securities 
which, although all those held by the Bank 
are short and medium dated, necessitated a 
writing down of values in the Balance Sheet. 
This, coupled with the ever-increasing costs, 
weighs heavily on the profits. 

However, the Bank has had a successful and 
increasingly active year. Throughout the 
period of Accounts the average Deposits have 
remained steadily above those of the previous 
year. The Acceptances also have been in- 
creasing, although the present figure is well 
above the average due to particularly large 
shipments of timber, paper and pulp from 
Scandinavia. They are of necessity increased 
by the continual rise in the cost of these com- 
modities, the present prices of which are, in 
fact, about six times those ruling in 19309. 
The Profit for the year shows an increase, in 
spite of my foregoing remarks, which is very 


41 BISHOPSGATE, E.C.2 


satisfactory and the liquidity is again high at 
about the same figure as last year. 


Our subsidiary, Hambros Investment Trust, 
again shows a very considerable increase in 
value and has further enlarged its Canadian 
investment by taking an interest in a new 
Investment Trust, sponsored by the Bank, 
called Anglo-Scandinavian Investment Cor- 
poration of Canada. The Board consists of 
many distinguished British and Canadian 
directors, including Sir Charles Hambro repre- 
senting the Bank. The Trust also has acquired 
a substantial interest in the capital of the 
Berkeley Property and Investment Co. Ltd., 
and we are now represented on its Board. 


I am happy to say that during the year we 
have made a new and close working association 
with the Empire Trust Company of New York. 
This brings us not only a new Banking friend 
but also provides us, and especially our Invest- 
ment subsidiary and the Trust Companies 
under our management, with expert advice on 
the investment and other specialized activities 
in the markets in the U.S.A. and Canada, and 
we look forward to a long and happy associa- 
tion with our new friends. 


Before closing I would like to call your 
attention to the Balance Sheet figure of the 
Reserve which has been increased from 
£2,250,000 to £3,000,000 by the transfer of 
£750,000 from the Contingency Reserve to the 
published figure. Your Directors have had 
two reasons for this decision, firstly, that in 
their opinion the amount remaining on this 
Reserve is sufficient to cover any contingencies, 
and secondly, that in view of the increased 
total of the Balance Sheet it was reasonable 
that the published reserve should be increased. 


My thanks and those of my colleagues on 
the Board are extended very sincerely to the 
Managers and all the Staff for their loyal 
service, and we assure every one of them of 
our appreciation of the work they do to 
further the prosperity of the Bank. 





STATEMENT OF ACCOUNTS AT 3ist MARCH, 1955 





LIABILITIES 


f 
Current, Deposit and _ other * 
Accounts - “s »- = - 53,330,446 
Acceptances 21,325,628 
Paid-up Capital 3,000,000 
Reserve .. - it — 3,000,000 


ASSETS 
23,949,524 


7,070,189 
9,500,731 


Cash in Hand, at Bankers and 
eattal .. a ‘a a 

Bills of Exchange ‘< ; 

British Government Securities .. 

Loans, Advances and other 
Accounts ; Ay 

Investments in Subsidiaries a 

Liabilities of Customers for 
Acceptances 


15,925,790 
2,254,162 


21,325,62: 








BANCO DI SANTO SPIRITO 


Bank Established 1605 
Capital and Reserve Funds Lit. 900.000.000 
Head Office: ROMA — 173, via del Corso 


BALANCE SHEET AS AT DECEMBER 31, 1954 





ASSETS LIABILITIES 
Cash, etc. = .. Lit. 7.797.173.293 Capital... Ae ae * % 250.000.000 
Investments .. ,, 4.428.502.1177 Reserves re om 400.000 .000 


Loans and Discounts ,, 66.008.581.822 Deposits, etc... .. 55 177.287.914.236 
Bills for Collection .. ,, 4.263.337.968 Bills for Collection ..,, 1.330.461.554 
Other Assets .. .. 55  4.091.436.806 Other Liabilities .. 45, 7.386.818.719 








Premises vi oa ke 346.497.701 Profit and Loss ee 280.335.258 
Total », 986.935.529.767 Total ,, 9$6.938,529.767 























The 
COMMERCIAL BANKING COMPANY 
OF SYDNEY Limited. 


ESTABLISHED 1834 
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INCORPORATED IN NEW SOUTH WALES 
WITH LIMITED LIABILITY, 
WITH WHICH IS AMALGAMATED 


THE BANK OF VICTORIA, LIMITED 
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London Office : 
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West End Branch : 


49/50 BERKELEY STREET, LONDON, W.1 
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OVER 400 OFFICES, BRANCHES AND 
RECEIVING OFFICLS THROUGHOUT 
AUSTRALIA An artist’s impression of our 
new building now be'ng erected in 
Old Jewry, London, E.C.3 
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TOTAL ASSETS EXCEED £215,000,000 
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THE PRUDENTIAL ASSURANCE COMPANY 
LIMITED 





N the course of his remarks at the annual 
general meeting Sir Frank Morgan, M.C., 
Chairman of the Company, said: 


Ordinary Branch 

Four years ago my predecessor, Sir George 
Barstow, announced that we were ready to 
issue group pension policies with participation 
in profits and he expressed the view that the 
step which we were then taking would be a 
major development in the progress of British 
insurance. A number of other Life Offices 
have since entered this market. It is with 
considerable satisfaction that we have watched 
the expansion of this class of business as 
employers have increasingly come to realize 
the advantages of this means of providing 
pensions. At the end of last year our premium 
income under group’ with-profit pension 
schemes and their associated group assurance 
schemes was at the rate of over /£1,000,000 
per annum, divided almost equally between 
the United Kingdom and overseas business. 


Overseas Life Business 

The Canadian branch again wrote the 
largest amount of new business of any of our 
overseas branches, the total new sums assured 
written exceeding £19,000,000. Excellent pro- 
gress is also being made in Australia and New 
Zealand, where the new business sums assured 
were Over {£17,500,000. 

The new sums assured written by the 
branch for the Southern and East African 
territories amounted to over £12,000,000. The 
success of the branch in developing group 
pension business on a with-profit basis has 
been noteworthy and a large volume of this 
type of business was again written last year. 


Industrial Branch 


Last year marked the centenary of our 
Industrial Branch, for it was in 1854, six years 
after the formation of the Company, that the 
first policies were issued in this Branch. The 
initial difficulties were great, progress was at 
first very slow and there was nothing in those 
early years to suggest that the Company would 
ever become a giant in this field. 

From the surplus for the year a sum of over 
£8,900,000 has been allocated to policyholders 
and the Directors have declared a reversionary 
bonus at the rate of £1 Ios. per cent. on all 
participating policies. This is the same rate 
as was declared for the previous year. 

Bonus additions paid on claims by death 
and maturity last year averaged over 19 per 
cent. of the original sum assured. 


General Branch 
The General Branch premium income for 
1954 exceeded {/12,000,000, showing an in- 
crease of about {100,000; and in addition, 
premiums of {1,850,000 were written by our 


American subsidiary. Of the total premium 
income more than /7,600,000, or 55 per cent., 


was derived from overseas sources. 


Dividends 


In each of the Life Branches the policy- 
holders’ allocation for the year 1954 is approxi- 
mately 91.9 per cent. of the distributable 
surplus and the shareholders’ allocation is 
approximately 8.1 per cent. For the previous 
year the corresponding figures were 91.2 per 
cent. and 8.8 per cent. respectively. 


Investments 


It might be thought that some part of the 
appreciation existing on our investments could 
be brought into surplus and distributed, and 
I think it will be useful if I say something 
about the effects on the affairs of a life assur- 
ance fund of movements in the market values 
of its investments. 

The primary aim of our investment policy 
must be to secure interest income and not to 
seek capital profits as such. Premiums are 
calculated on the basis that they can be 
invested to earn an assumed rate of interest 
throughout the duration of the policies and 
the contracts cannot be met unless this is 
achieved. In the case of fixed interest 
securities carrying contractual interest pay- 
ments, and in many instances contractual 
capital payments, it should be clear that so 
long as we receive these sums the investments 
are fulfilling the purpose for which they were 
bought and that we are very little concerned 
with intervening fluctuations in market values. 

With ordinary shares the dividends receiv- 
able are subject to the economic and industrial 
risks inherent in the businesses concerned. 
During 1954, with the rise in national pros- 
perity, dividends on ordinary shares generally 
have been increasing, and the extra income 
accruing in this way will have a beneficial 
effect on the Company. The present national 
difficulties serve to remind us that the 
country’s economy must inevitably have its 
ups and downs and dividends on ordinary 
shares must also be expected to fluctuate. 
To suggest, therefore, that any of the appre- 
ciation existing at a point of time might be 
distributed would clearly be imprudent. Such 
a course would be tantamount to taking credit 
for future income which may not in fact be 
received. The only sound procedure is to 
take credit for such dividends as are in fact 
received year by year. In this way the distri- 
butions made to policyholders and shareholders 
will benefit from our profitable investment in 
ordinary shares. It can be seen, therefore, 
that both with fixed interest investments and 
with ordinary shares the Company’s primary 
concern is with the income derived from them 
year by year and not with their market values 
at any particular point of time. 
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He needs 
vour help 


Every year the National 
Society for Prevention of 
Cruelty to Children helps 
nearly 100,000 unhappy 
children—and each 9% 
child helped costs 
the Society £3.10.0. 
The N.S.P.C.C. is not 
nationalised and depends 
entirely on voluntary gifts. 
To continue its vital work it urgently 
needs your assistance. 


when advising on willis and 
bequests remember the 


N-S°P-C-C 


PRESIDENT: H.R.H. PRINCESS MARGARET 


Information gladly supplied on application to The Director, N.S.P.C.C., 


Victory House, Leicester Sq. W.C.2. Phone: Gerrard 2774 








The CHARTERED 
INSTITUTE 
of SECRETARIES 


Directors requiring the 
services of CHARTERED 
SECRETARIES for secretarial 
and other executive appoint- 
ments are invited to com- 
municate with the Secretary 
of the Institute, 


14 New Bridge St.. 
LONDON, E.C.4 
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VOLKSKAS 


LIMITED 
(Registered Commercial Bank) 


Head Office: Pretoria, 
South Africa 





STATEMENT or CONDITION 
3lst MARCH, 1955 





ASSETS 
Cash and Balance with 


S.A. Reserve Bank £5,126,431 
National Finance Corpor- 

ation of S.A. Deposit 

Account ; : ; — 
Union Government Stock 7,315,638 
Other Investments 1,025,667 
Overdrafts and Discounts 

less provisions . , . 26,697,223 
Bank Premises and Equip- 

ment 2,680,787 
Other Assets 2,431,138 





£48,276,884 








LIABILITIES 
Deposits . . £41,015,063 
General Reserve 825,000 
Notes in Circulation 60,734 
Other Liabilities 3,876,087 

Share Capital : 

Authorised 

2,500,000 
Issued and Paid Up 2,500,000 
£48,276,884 





London Agents: 
LLOYDS BANK LIMITED 


New York Agents: 
CHEMICAL CORN & EXCHANGE BANK 
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THE EMPLOYERS’ ASSURANCE 





Increased Income 





HE seventy-fourth annual general meeting 

of The Employers’ Liability Assurance 

Corporation, Ltd., will be held on June I 
in London. The following are extracts from 
the circulated statement by the Chairman, the 
Rt. Hon. Viscount Knollys, G.C.M.G., M.B.E., 
D.F.C., for the year 1954: 

My first duty is the sad one of recalling to 
our shareholders the death of Lord Courtauld- 
Thomson on November 1, 1954, just two 
months before he was due to retire from the 
chairmanship of the Corporation, which he 
had held for over twenty years. On behalf of 
his colleagues on the Board and of all those 
on the staff of the Corporation and its asso- 
ciated companies who had the privilege of 
knowing him, I would like to pay tribute to 
the qualities which made him so greatly 
respected during his long life, and which have 
ensured that he will long be remembered with 
deep affection. 

Our group’s combined premium income for 
1954 Was {29,250,052, an increase of £1,585,896 
over that for 1953. 

The Corporation’s own underwriting profit 
for the year was £1,581,008. Our share of the 
Life profits of the Clerical, Medical and General 
Life Assurance Society was £55,815, and the 
gross interest on our investments amounted to 
£1,004,003. The total trading profit was 
£2,289,360, or £831,251 more than the figure 
shown last year, which was the largest ever 
recorded by the Corporation until then. From 
this amount we have provided /1,246,620 for 
United Kingdom taxation, leaving our net 
profit for the year at £1,042,740. 

The Board has decided to transfer £324,317 
to General Reserve and {150,000 to Con- 
tingencies Account. After deducting the 
amount of £283,750 required by the total 
dividend for the year, the Carry Forward 
becomes /£1,167,095, an increase of £284,673 
in the year. The total of our Share Capital, 
General Reserve and Carry Forward now stands 
at £8,167,095. 


Successful Share Issue 


The issue of fresh capital which we made 
last April was entirely successful. Of the 
proceeds a part has already been used in the 
acquisition of The Halifax Insurance Co. of 
Massachusetts. Some part also has_ been 
added to our investments in Canada and the 
balance is being applied to support expansion 
of our business as and when it is needed. 

The Corporation’s Fire business again 
showed a marked increase, total premiums, 
at {2,802,419, being nearly 15 per cent. more 
than those for 1953. Much of this increase 
was in the United States, but high reserves 
required in respect of long-term premiums 
penalise for the time being any marked develop- 
ment there. Furthermore, the abnormal se- 
quence of three severe hurricanes affected not 
only our branch, but also our new subsidiary, 


and in consequence our Group Fire results 
showed a net loss for the year. 

In other territories overseas and in the 
United Kingdom our Fire business continued 
to grow, and it was a profitable year. 

On our Accident and General Account, the 
premiums on which, at £23,218,649, were the 
highest we have ever written, we made a 
record profit of £1,579,230. 


Business in U.S.A. 

In the United States Motor business, which 
is our largest class there, proved even better 
than in 1953, and we have to go back a long 
way before we find two consecutive years of 
such good experience. Although the cost of 
claims has continued to rise, their frequency 
has fallen, and this may be the result of the 
Road Safety campaigns to which your atten- 
tion was called last year. The improved 
results have naturally made Motor business 
more attractive and competition is likely to 
be the most important factor in 1955. 

Our United States Workmen’s Compensation 
results recovered in 1954 and made a good 
contribution to the total profit. 

In Overseas territories other than the United 
States Motor business is proportionately the 
most important class, and it has again yielded 
us a good profit. 

Total investments amounted at December 31, 
1954, to £37,401,380, which represents an 
increase of /4,821,790 for the year, part of 
which is due to the issue of fresh capital made 
last year. Total market values showed a 
greater appreciation over book values than 
at the end of 1953 or any other previous year. 

In the United States our investment in 
equities, modest in proportion to our total 
portfolio, has provided a welcome appreciation 
in our investment total. 


Seventy-fifth Anniversary 

The 25th October this year is the seventy-fifth 
anniversary of our incorporation in 188o. 
Our history is to a large extent that of our 
great development in the last twenty-one 
years, the main facts of which were set out in 
the Chairman’s statement last year, and can 
now be rounded off with our progress and 
profitable trading in 1954. The seeds of much 
of our later prosperity were, however, sown in 
earlier years by our entry into Canada and 
South Africa in 1883, Australia in 1884 and 
the United States in 1886. 

In the three-quarters of a century upon 
which we now look back the world has been 
changed fundamentally and violently. That 
British Insurance has survived the tests im- 
posed by wars and radical changes in the 
political and economic scene, and has been 
able to build itself up into a great and thriving 
national asset, has been chiefly due, I am 
convinced, to the intrinsic merit of the system 
of free enterprise under which it operates. 
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LONDON AND MANCHESTER ASSURANCE 
COMPANY, LIMITED 





Continued Expansion in all Branches 





London and Manchester Assurance Com- 
pany, Ltd., was held on May 11 at the 
Chief Office, Finsbury Square, London, E.C.2. 
Lord Grantchester, O.B.E. (the Chairman), 
presided and in the course of his speech said: 
The Accounts for the period 25th March, 
1954 to 31st December, 1954, and the Directors’ 
Report, have been before you for some weeks 
and I assume that you would wish me to take 
them as read. 

The Accounts record continued progress 
and the increase in the funds of over £2 million 
during this period of approximately nine 
months is only a little less than the increase 
during the preceding full year. 

There is an increase in premium income in 
all branches. 


Tt 86th Annual General Meeting of the 


Funds 

It may be useful if I say a few words about 
our funds which are sometimes the subject of 
unenlightened comment even by some who 
ought to know better. 

£52 million sounds a large sum of money 
if it is not related to the liabilities of the 
Company. If we have large funds we have 
also large liabilities and obligations to our 
policy holders. The assets which are behind 
the funds cannot be made subject to outside 
control without detriment to the policy holders. 


It is upon this time honoured principle of pro- 
viding for liabilities that confidence has been 
built. We sell a promise to pay at a future date 
or upon an eventin the future the date of which 


is uncertain. If there were not absolute con- 
fidence that we should neither fail to meet our 
obligations nor prevaricate we should soon 
cease to exist as a company. 

It is of the utmost importance to the millions 
of citizens who are policy holders in insurance 
companies to understand what is involved in 
any proposal to take over or even to interfere 
on any pretext with the assets or with the 
investment of the.funds which are held for the 
due payment of the claims as they arise on 
their death or on the maturity of their policies. 


Investments and Bonuses 


The present Accounts show a reduction of 
nearly £4 million in Government and Govern- 
ment Guaranteed securities and increases of 
£1 million in loans on rates, £3 million in 
debentures and preference shares and {14 
million in equities, our holding of which at the 
date of these accounts totalled approximately 
£9 million. 

It is satisfactory to record that the Balance 
Sheet values of the Stock Exchange Securities 
as at the 31st December last were in total less 
than their market value without recourse to 
the Investments Reserve Fund. 

The increase in the gross rate of interest 
earned from /4.14.3 per cent. per annum to 
£4.17.4 per cent. per annum in the Industrial 
Branch and from {4.13.11 per cent. per annum 


to {4.16.10 per cent. per annum in the Ordinary 
Branch is one of the results of the redistri- 
bution of the assets from which the full benefit 
had not been reaped at the date to which these 
accounts were made up. 

The increases in bonuses recommended are 
pointers of good omen and a recommendation 
for saving through our policies. The bonus 
additions are one of the advantages that make 
the particular method of saving which we offer 
through our policies specially attractive. 

It is sometimes said that insurance com- 
panies in their cautious investment policy do 
not contribute sufficiently to industrial expan- 
sion. It may interest you to know that during 
the period under review your Company has 
found no less than {14 million for investment 
in new issues, with an additional amount for 
new houses erected and purchased under our 
House Purchase Scheme. 

Dividend 

Your Directors recommend a_ dividend 
which—related as it is to a period of approxi- 
mately three-quarters of a year—shows an 
increase in the annual rate. 

In the current year your directors propose 
to institute the practice of paying an interim 
dividend on the 30th November in each year, 
a step which I[ know shareholders will welcome. 

Saving for Retirement 

We are living in a rapidly changing world. 
In many countries men are trying to catch up 
in the short space of a generation with one 
thousand years of material progress which has 
largely passed them by and to which they 
have contributed very little. But the pace of 
change—though less perceptible to us in our 
country which has led in many fields—is also 
very great. I am only going to mention one 
aspect—one with which we are vitally con- 
cerned: as a result of medical discoveries 
people are living longer. The elderly population 
in this country to-day is seven millions. There 
is one elderly person to every four active 
persons and soon there will be one elderly 
person to every three working, whereas a few 
years ago the ratio was one elderly person to 
every ten working: It is more than we can 
expect that every three active men and women 
will be able to carry the burden of one elderly 
person, and ensure for that person, adequate 
comfort. The alternative is that evervone while 
he or she is still active should put aside some- 
thing for old age. After all, it is easier to make a 
little sacrifice in those days when just to be 
young brings so much pleasure than to go 
without that extra comfort which is needed in 
later years. 

The level of wages to-day has risen to a new 
peak. Now is the time to take out a new or 
larger policy and so make sure of that extra 
comfort, peace of mind and independence in 
retirement, and it should be a matter of pride 
to do so. 

The Report and Accounts were adopted. 
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Our Steadfast 


Policy for over 








Financial institutions are invited to 
avail themselves of our services. 


SALOMON BROS. & HUTZLER 


Dealers and Underwriters of High-Grade Securities 
Members New York Stock Exchange 


SIXTY WALL STREET, NEW YORK 5, N. Y. 


BOSTON + PHILADELPHIA + CLEVELAND -: CHICAGO 
SAN FRANCISCO - DALLAS + WEST PALM BEACH 








PHILIP HILL, HIGGINSON 


& CO. LIMITED 


BANKERS 


34 MOORGATE, LONDON, E.C.2 





Associated Company 


PHILIP HILL, HIGGINSON & Co. (AFRICA) LIMITED 


Eagle Star House, Commissioner Street 


JOHANNESBURG 
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